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Alaska’s Potential 


“GO NORTH YOUNG MAN, GO NORTH” 
By B. FRANK HEINTZLEMAN, former Governor of Alaska 


Delivered at the Luncheon Session of the National Industrial Conference Board’s 389th Meeting, Cleveland, Ohio, 
November 13, 1958 


HE GRANT of statehood to the Territory of Alaska 

on June 30 of this year has strongly focused attention 

mm the possibilities for Alaskan development. In this 
connection it is interesting to note a widespread reawakening 
of the Pioneer Spirit that was so effective in the “Winning 
of the West” in the previous century. This can be observed 
in corporate bodies as well as individuals. To benefit from 
this great interest, the state government which will come into 
being in January 1959 can be expected to take early action 
designed to bring more rapid growth to Alaska than has been 
the experience under federal guardianship. Principally this 
will mean offering encouragement to the development of 
natural resources by private enterprise. Making substantial 
headway in this development will require the services of men 
of organizational, managerial and technical ability in many 
fields of American activity. We Alaskans believe that the 
prospects for accomplishment in the new state merit such 
action 

Alaska might well borrow for purposes of its own the 
statement of a poet who wrote—in some other connection— 

Send Me Men To Match My Mountains.” 

The defense activities that have come to Alaska as a result 
of its position on transpolar flying routes have brought many 
permanent public works, especially highways, air fields, and 
port facilities that will contribute immensely to our economic 
growth. In addition military work of many kinds currently 
provides us with major economic help. But we want to prepare 
now to take up the slack in the local economy that could 
come at any time with a heavy withdrawal of the military 
forces. This gives urgency to our natural resource development 
programs, but we propose to go far beyond plans for merely 
not slipping back. We want to smooth the way for obtaining 
a steady increase in permanent population and an expansion 
in industry commensurate with the extent and value of our 


resources 


All of our planning involves getting more people. The 
present population of 200,000 in a region of 586,000 square 
miles (more than twice the size of Texas—we always add— 
just to get a rise out of Texans) gives Alaska a population 
density per square mile of 1/165 that of the average of the 
48 states as a whole. 

At this point a thumbnail sketch of Alaska’s past may be 
of interest. Its history started in 1741 (217 years ago) when 
it was first visited by Vitus Bering (a Dane for whom Bering 
Sea and Bering Strait are named )—an explorer in the employ 
of the Russian Czar. 

Russia used its new possession solely as a source of furs. 
Throughout its long occupation of “Russian America,” as its 
possession was known, it discouraged colonization or the 
exploration for and use of other resources than the highly 
prized fur of the sea otter and fur seal and a few upland fur 
animals. By 1867 these fur resources had been so decimated 
by over-killing that the possession was hardly paying its way. 
But a more immediate reason for sale to the United States, 
and at the very low price of $7,200,000, was the fear of 
seizure by Great Britain. The rival fur traders—the Russian 
American Fur Co. and the Hudsons Bay Company had been 
feuding for years over their respective rights on land and 
water in this section of the world. In the United States, at 
the time, the purchase was highly unpopular. The terms 
“Seward’s Folly” and “Walrussia”—from Walrus of course— 
were applied everywhere in deriding it. The reasons back of 
our purchase of Alaska have long been debated. Some have 
said we bought it to reward Russia for proffered help if 
needed in the Civil War. Others that it was to help the 
fishing companies in the newly acquired California and 
Oregon Country to extend their operations to the north. 
Many of us, however, credit the then President Andrew 
Johnson and his Secretary of State, William H. Seward, who 
conducted the negotiations, with foresight of the highest 
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B. FRANK HEINTZLEMAN 


order in taking over this huge section of North America 
which in the hands of any other nation could have caused us 
trouble. Think of the situation we would have faced if Alaska 
had remained Russian ‘until 1904 and had then been taken 
by Japan in the Russo-Japanese war; or the predicament we 
would be in today if Russia still owned it. Johnson and Seward 
also seem to have considered that Alaska offered at least 
the probability of possessing natural resources and an area for 
settlement that might prove useful at some future time to 
an expanding United States population. For all of this, the 
purchase price of 2 cents per acre doubtless must have seemed 
very attractive, 

Almost all of the Russians in Russian America were em- 
ployees of the fur company and they returned home at the 
time of the sale. The only residents left after the departure 
of the Russians were 25,000 or 30,000 native Indians and 
Eskimos. 

The United States received from Russia in 1867 a region 
that practically was in the same condition as the Russians 
found it, a century and a quarter earlier, namely—almost 100 
per cent wilderness. 

Alaska’s detached position from Continental United States 
was responsible in part for checking any substantial advance- 
ment into Alaska when the surge of western migration reached 
the Pacific in Oregon and Washington. Throughout its long 
American history, however, the Territory has lagged in growth 
because Continental United States, with a bountiful supply 
of natural resources, has not had a pressing need for most of 
the things Alaska has to offer. In the hands of a “Have-Not” 
nation—for instance Japan—a near neighbor—Alaska’s re- 
sources would long ago have been developed substantially 
and much of its vast open space filled with people. 

But a new era seems to have opened since the close of the 
Second World War and we see this as changing the picture of 
Alaska development. The change is connected with the 
rapidly increasing population of the United States. (We note 
a Census Bureau estimate of 200 million people by 1970.) 
This is bringing more and more of the resources of Alaska 
within economic range of increasing American Markets, a 
situation which promises added population and more pros- 
perity for this region. 

It is true also that some of Alaska’s products are now be- 
ginning to enter the markets of other countries around the 
Pacific Rim. Alaska is presently selling pulp and lumber to 
Japan with early prospects for adding coking coal and iron 
ore and possibly — to this list. This business is due 
to Japan’s loss of the resources of Manchuria and Sakhalin 
Island and it could increase very greatly. Other prospective 
foreign markets for the products named above are Australia 
and countries on the West Coast of South America. We also 
view China as a future large consumer of Alaska products, 
if and when that country’s political affairs are cleared up 
and economic conditions become stabilized. 

Businessmen in Continental United States can look to a 
growing Alaska as an expanding market for the hundreds 
of products that go into the installation and operation of 
mining and mineral processing plants, hydro-electric systems 
and the industries that cheap power will attract, and into 
added transportation facilities including railroads, highways 
and ocean and river cargo carriers. We can add to the list 
many of the facilities and supplies needed to shelter, clothe, 
and feed the new people attracted to this region by the above 
enterprises. 

The value of such Alaska activities to United States sup- 
pliers has been demonstrated by the vast quantities of high 
grade materials that were shipped north in connection with 
the installation of the pulp mills recently established at 
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Ketchikan and Sitka, Alaska, at a cost of 60 million and 53 
million dollars respectively. 

The whole North Country, as Alaska and the extreme 
northwest portion of Canada are known on the Pacific Coast, 
is now awakening. Any lingering belief that it is a land of 
perpetual snow and ice good only for Eskimos and fur trappers 
is being rapidly dispelled by the speed with which the 
frontier there is being rolled back. This is true especially of 
the Canadian section of the region. Areas there which not 
long ago were thought of as too fo.bidding for civilized 
settlement now have fast growing cities and towns, a con- 
stantly extending mileage of railroads and highways into new 
resource localities and the spread of farming and stock raising 
to help supply the local demands for food. Inventions and 
discoveries of recent years permit of satisfactory adjustments 
to working and living conditions in the far north. In fact 
people there live in much the same fashion as in our northern 
tier of states. The old legendary North Country is shrinking 
fast under the increasing demands for its resources by the 
growing populations and constantly improving standards of 
living over broad areas of the world. Alaska has lagged behind 
its Canadian neighbors in rate of growth. Our portion of 
the North Country has not had the push for development 
back of it that the federal and provincial governments oi 
Canada have exerted on their side of the line. With Statehood 
we can look for a far greater public effort toward Alaska 
development. This drive will be spearheaded by the new 
state government. 

Ninety-nine per cent of the area of Alaska is now owned 
by the federal government—most of it, open public domain 
During the last few years the government has been doing a fair 
job of trying to bring the resources of this great land area into 
use. However, Alaskans are eagerly awaiting the opportunity 
to get into the promotion of development activities that is 
afforded them through provisions of the Statehood Enabling 
Act. The Act authorizes the new state to select as a free grant 
103,400,000 acres of public land in sizeable tracts over a 
period of 25 years. The grant has few strings attached and 
none of these are very restrictive. The granted area will cover 
more than one-fourth of Alaska and is larger than the State of 
California. In addition, the state comes into control of the 
tide flats and submerged lands to the three mile limit to sea- 
ward along Alaska’s 25,000 miles of shoreline of mainland 
and islands. This amounts to an additional 45,000,000 acres 
or more of presently and prospectively valuable holdings. 

Congress cut the apron strings that Alaskans have been 
complaining of for the past forty years and said in effect 
“Here is your opportunity—let’s see what you can do to 
encourage development aud get in step with your Canadian 
friends across the line.” By careful selection the State may be 
able to acquire most of the land in Alaska that is likely to 
have development values in the next 50 years. Is it any wonder 
that Alaskans are thrilled over the prospects now open to them. 

With their more direct interest and their greater on-the- 
ground knowledge of conditions Alaskans should be able 
to do a far better job of resource development than the more 
remote federal agencies. On its huge land grant the state will 
be concerned with such important things as the leasing of 
oil and gas lands, granting of mining claims, licensing hydro- 
electric sites, sales of lands for homesteads and cattle ranches, 
laying out of townsites, granting of commercial fishing permits 
in coastal waters, blocking up of large areas to be held intact 
as wilderness lands for the management of game herds as 
attractions for big game hunters, and the establishment of 
state parks in highly scenic areas to stimulate the tourist trade. 

But, the first job facing our new state is to establish a 
broad program of exploration, inventory and evaluation of 
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the natural resources available on land to be included in its 
land grant areas. It takes time and money to do a satisfactory 
job of this kind in a state which covers 586,000 square miles. 
Alaskans are especially optimistic about the possibilities of 
the following resources as early contributors to the growth of 
the new state. 

The heavy Pacific Coast type of forest along 800 miles of 
the south coast constitute a readily accessible source of timber 
for pulp mills, sawmills and other wood using industries. Its 
estimated 100 billion board feet of virgin timber can support 
not only the two large pulp mills recently established in the 
region but a number of additional pulp or newsprint mills and 
associated sawmills and plywood plants. Sustained yield forest 
management will insure the permanency of these timber 
using industries. 

The commercial fisheries, now largely confined to halibut 
and salmon, have long supported a large industry whose output 
in 1957 amounted to a value of over 75 million dollars. The 
industry can be greatly extended to include more varieties 
of fish. With the growing attention being given to the seas 
as a source of protein food our rich fishing grounds should 
become increasingly valuable. 

Gold and Alaska have been almost synonymous words since 
the great north country gold rushes at the turn of the century. 
But gold mining has been a depressed industry in Alaska 
in recent years due to the $35 per ounce fixed price of the 
product. However, this metal is still widely distributed 
throughout Alaska and we hope that somehow in the near 
future it will again become valuable to the producer. The gold 
output in 1957 amounted to only $7,000,000. 

The promotion of mining for other minerals than gold 
will be heavily stressed in early state development plans. 
Minerals of most outstanding promise are—iron ore, copper, 
nickel, mercury, tin and such nonmetallics as coking coal and 
chemical grade limestone. 

[he power potentials of the large far northern rivers are 
finally being given consideration. The huge 500 million 
dollar power and aluminum installation at Kitimal on the 
coast of British Columbia just south of the Alaska line, has 
led engineers to look northward. Some Alaska rivers, espe- 
cially the Yukon, one of the largest rivers of the Continent, 
have multi-million kilowatt power potentials for the processing 
of local minerals or imported aluminum ores. 

When scenery anywhere is mentioned some unabridged 
boasting can be expected to come from any Alaskans within 
hearing distance. Years ago John Muir summed it up nicely 
He said: “Alaska is to become the showplace of the earth 
with its abundance and magnificence of mountains, active 
volcanoes, fjords and glaciers.” However, not everyone is 
similarly impressed by it. A Texan with oil leases in Alaska 
recently said he couldn't see any scenery there because of the 
damned mountains. 

Scenery along with game animals such as Kodiak and 
grizzly bears, moose, mountain sheep, goats and caribou are 
attractions that with adequate facilities to care for visitors 
will greatly stimulate Alaska’s recreation business. 

The thriving Matanuska Valley farming area near Anchor- 
age demonstrates the possibilities for far northern agriculture 
to supply local needs. 

Petroleum is the resource above all others which may 
smooth the way to meet the economic problems which the 
state is certain to encounter during its formative years. Addi- 
tionally, an Alaskan oil supply of large proportions could be 
beneficial to the whole of America. It would lessen our 
dependence on the troubled Middle East for that vital com- 


modity 
Oil exploration and production can do for Alaska what 
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gold did for California when the latter came into the Union 
as a state in the middle of the last century. 

Oil geologists tell us that as much as 100 million acres, over 
one-fourth of the entire land area, have geological formations 
favorable for oil. 

The federal egency which grants the leases for oil ex- 
ploration on government lands states that presently some 33 
million acres are under lease or have been applied for as 
oil lands. Sixteen companies are now actively engaged in large 
scale oil exploration there. 

A study of the economy of Norway and Sweden leads to 
the conclusion that Alaska in the same high latitude has 
equally good potentials for supporting an equally large popula- 
tion on at least a comparable standard of living. In fact, our 
resources appear to be more abundant than those of Scan- 
dinavia. While it is unlikely that Alaska could reach such 
a position for many years progress might be expedited by a 
broad opening to Alaska of Oriental markets with their 
hundreds of millions of prospective customers. 

“Transportation is the key to development” is an axiom 
in frontier countries everywhere. In our case we presently 
suffer most from cargo rates to and from Pacific Northwest 
ports which are too high to stimulate general development. 
They restrict local production to a few high-priced com- 
modities that can pay the freight. Seasonal and unbalanced 
freight offerings—north in the spring and south in the fall— 
are chiefly responsible for this condition. The year-long indus- 
tries we are seeking and a proposed extension of ocean barging 
to replace to a large extent the use of vessels of conventional 
type will improve the situation. Our Alaska pulp mills now 
use barge service very effectively. All ports on the south coast 
of Alaska are ice free at all seasons due to the warming effect 
of the Japan Current which reaches these shores. The Inside 
Passage from Puget Sound to Skagway offers an excellent 
protected waterway for coastwise shipping to Southeastern 
Alaska. 

The Alaska Railroad and a network of highways leading 
from railpoints and tidewater ports constitute the internal 
land transportation system. The only road connection with 
continental United States is by the much publicized Alaska 
Highway, 1500 miles in length (gravelled in Canada, black- 
topped in Alaska) which joins the Canadian road system 400 
miles west of Edmonton, Alberta. More roads leading to in- 
accessible areas of workable resources and additional highway 
connections through Canada to the cities of Puget Sound will 
be leading features of Alaska development plans. The Alaska 
International Rail and Highway Commission has been es- 
tablished by Congress to study these matters. 

The airplane has of course revolutionized the transporta- 
tion of persons and mail to and within the North Country 
but roads and railroads are still essential to industrial develop- 
ment. 

Alaska has long been conspicuous for high wages and 
high living costs due in large part to the prevailing seasonal 
employment. They will come down when more year-round 
jobs become available. 

Taxes in Alaska are also high. The local per capita tax in 
1957 totaled $91.42 as compared to an average of $72.80 
for the 48 states. Increased population and industry should 
bring some relief in local taxation. Federal taxes have of 
course applied in the Territory of Alaska as in all other parts 
of the United States. 


DEVELOPMENT PLANNING 
Alaskans were jubilant over the grant of Statehood but the 
shouting is rapidly giving way to the sobering problems ahead. 
The Covered Wagon method of settlement that was followed 
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DWIGHT D. EISENHOWER 


in the development of the western states, and which usually 
involved a generation or two of great privation and often 
sheer poverty, cannot be revived to populate Alaska. In this 
age families meed not and will not endure such conditions and 
Alaskans would not want the type that would be satisfied to 
do so. 

A new approach to settlement from that of our forefathers 
is required. As most Alaskans see the problem it calls for a 
well thought out and realistic program of resource planning 
both for the immediate future and the long pull. An interest- 
ing thought in connection with this planning project is this. 
Doubtless never again, under the American flag, will there 
be another opportunity such as Alaska presents to obtain an 
all-round and orderly regional development of a veritable 
empire; and the work can start practically from scratch. 

The qualifying word practically is inserted above as it 
must be understood that Alaska’s four small to medium sized 
cities (Ketchixan, Juneau, Anchorage and Fairbanks, ranging 
from 10,000 to 50,000 population) plus a score of small 
towns are as modern as cities and towns of similar size 
anywhere in continental United States. They have all of the 
usual public facilities and services including, especially, good 
schools, and the people are fully as prosperous and have homes 
that are equally as comfortable. Also the ratio of automobiles 
to population is about as high and parking space in the cities 
is just as scarce. But the casual visitor, seeing these com- 
munities, is apt to be unaware that they would represent only 
a few pin points in a virgin country that if superimposed on 
continental United States would extend from Georgia to the 
vicinity of Southern California. 

The new state government will be urged and doubtless will 
provide the necessary laws, agencies, and administrative per- 
sonnel to insure common-sense planning for growth by 
experienced, realistic resource management men. The planners 
must be realistic but also be men of vision. They must be 
able to see mining operations, industries, hydro-electric sys- 
tems, fields of grain, mountain grazing lands, tourist resorts 
and hunting lodges, community centers, towns and Cities, a 
coordinated network of highways, railroads, and river steamer 
routes; all of these where there exists today only a seemingly 
endless expanse of virgin country. It presents a wonderful 
challenge to persons who desire to participate intensively in 
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the building of a community, a region or a large new state. 

In our building process we certainly can avoid the mistakes 
in resource development that were made in the formative years 
of some western states in their desire to get ahead rapidly— 
mistakes that showed up in time and in many instances are 
still troublesome—SO to 75 years later. 

We want our new state government to set up safeguards 
against a Boom and Bust type of development. The present 
great interest in everything Alaskan is almost certain to 
attract unscrupulous promoters. These people will look long- 
ingly at the 103,000,000 acres of state grant lands. They will 
be aware that the new state government during its formative 
years is likely to be short of funds and that under such cir- 
cumstances potentially valuable state land might be sold to 
them for a song. Proposed bona fide developments which fit 
into a program that will bring lasting public benefits are 
sure to be given a welcoming hand by Alaska officials. 
Already available is a Territorial Resource Development 
Board to collect and supply pertinent information to pros- 
pective investors; also there are Territorial laws which offer 
special tax adjustments for specified periods as inducements 
for new types of industry. 

The North Country is no longer a land for men only nor 
does it specialize in characters like “Dan McGrew and the 
Lady That’s Known as Lu.” Family life, homes and gardens, 
churches and schools are the order today. The three-to-one 
ratio of men to women has leveled off and bunkhouses, saloons, 
poolrooms and gaudy dance halls are no longer the principal 
features of the landscape. 

Alaska residents largely represent a cross section of the 
people of the entire United States and we hope it will con- 
tinue to have a typical American citizenry as its population 
grows by migration. Presently persons under 45 years of 
age predominate which seems fitting in a pioneer country 
under process of development. 

In conclusion it must be stated emphatically that Alaska is 
not, contrary to many newspaper and popular magazine articles, 
a vast storehouse of readily tapped wealth. It is a land of 
Opportunity, but only for the hardy and persevering, for 
men with the pioneering spirit. For such as these, Alaskans 
can agree to the suggestion for changing the famous dictum 
of Horace Greeley to “Go North Young Man, Go North.” 


A Program For Progress 


FOR THE FREEDOM AND THE DIGNITY OF MEN WHO ARE TRULY FREE 
By DWIGHT D. EISENHOWER, President of the United States 
Delivered at the Tenth Colombo Plan Meeting, Seattle, W ashimgton, November 10, 1958 


R. CHAIRMAN, Governor Rosellini, Your Excel- 
lencies, Ladies and Gentlemen: It is indeed a high 
privilege to extend a warm welcome to the Colombo 

Plan Consultative Committee, as it conducts its first meeting 
in the United States. I may say that the meaning I would 
like to put into words of welcome is far more intense than 
I can express in the words themselves. We truly hope that 
this meeting will be not only productive but will be for 
each of you here in this country a new and exciting experience. 

In eight years, your organization has grown from seven to 
eighteen member nations, representing more than a third of 
the world’s population. As an informal and advisory group, it 
has helped these countries to work together in promoting the 
growth of south and southeast Asia. The Committee has 


contributed greatly to the efforts of free men to achieve 
economic progress. 

The results are seen in new roads and power facilities; in 
more factories and increased farm production; in better lives 
for seven hundred million people in free Asia. 

The United States recognizes the Colombo Plan Association 
as a major instrument for the economic advancement of this 
region. It expects to take increasing advantage of your co- 
operative activities in shaping its own financing of develop- 
ment programs in south and southeast Asia. 


Il. 


Much has been accomplished—even more remains to be 
done in our common struggle against human want and human 
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uffering throughout the less developed areas. 

In vast stretches of the earth, men awoke today in hunger. 
They will spend the day in unceasing toil. And as the sun 
goes down they will still know hunger. 

[hey will see suffering in the eyes of their children. 

Many despair that their labor will ever decently shelter 
their families or protect them against disease. 

So long as this is so, peace and freedom will be in danger 
throughout our world. For wherever free men lose hope of 
progress, liberty will be weakened and the seeds of conflict 
will be sown. 

But in working together to create that hope of progress, we 
raise barriers against tyranny and the war which tyranny 
breeds. 

Oceans and great distances do not divide the human family 
in the sight of our Divine Creator. We are all His children. 
He teaches us to cherish and sustain one another. 

And in joining hands against human suffering, we fulfill 
His teachings, which are shared by all our religions and all 
our peoples. 

We respond to our common conviction that man is not a 
mere particle of matter, that he has a spiritual origin and 
destiny which bind him to his fellow men. 

It is this concept of the brotherhood of man which inspires 
us in the great struggle on which we are launched. 


Il. 

Our task is a great one. It will take many years to fulfill. 
Yet if we undertake it boldly, with wisdom and determination, 
we can and will succeed. 

What are the steps that we should take? 

First, we must keep in mind our goal. 

That goal is to enable free nations to achieve a momentum 
of economic progress which will make it possible for them 
to go forward in self-reliant growth. 

Next, we must determine the means by which we are to 
ichieve that goal. 

To this end, Secretary of State Dulles suggested at the 
meeting of the United Nations General Assembly on Sep- 
tember 18th that all countries of good will should chart anew 
their long-term courses of action to promote the growth of 
ess developed areas. 

If both the less developed and the more developed countries 
move vigorously to carry out this proposal, their action could 
pave the way for the nineteen sixties to become a decade of 
unprecedented progress toward our common goal. 


IV. 


The United States stands ready to play its full part in this 
great peaceful crusade to achieve continuing growth in free- 
dom. 

I should like to dwell briefly on the measures that the 
United States is prepared to take to this end, subject of course 
‘o appropriate action by the United States Congress. 

Taken together, I believe that these measures constitute a 
comprehensive program for assisting economic development 

one in which not only the United States but many other 
free countries might participate. 

The United States will press these measures energetically, 
onsistent with the maintenance of a sound domestic economy. 
Our country’s outlays must never outrun the levels justified 
by the continuing growth of our economic strength, if this 
nation is to sustain the long-term effort that is required 
Fortunately, the United States economy is forging ahead, as 
‘ emerges from a brief period of readjustment. Its expanding 
resources should permit a vigorous prosecution of the program 
for progress I wish to outline today. 
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That program is addressed to the five major requirements 
for economic growth: 

One: For expanded international trade. 

Two: For technical skills. 

Three: For private investment. 

Four: For normal bankable loans 

Five: For financing to cover other sound projects which 
will afford the borrower flexibility regarding terms of repay- 
ment. 


V. 

First, then, as to expanded trade. 

The larger part of the capital goods required for economic 
development must, of course, be financed through international 
trade. I believe that great benefits should be realized by all, 
if all our countries cooperate in assuring the expansion of 
trade and in relaxing the restrictions which have hindered its 
flow. 

For many of the less developed countries, export trade is 
concentrated in a few primary commodities. To maintain a 
healthy world demand for these commodities, we must have 
a high and expanding level of economic activity throughout 
the free world. Where special difficulties may arise with 
respect to particular primary commodities, the United States 
is prepared to join in a discussion of such problems to see 
whether or not a solution can promptly be found. 


VI. 

The second major requirement is for technical skills. 

These skills are the bedrock of economic development. 
Unless they are more widely shared in the free world, no 
amount of capital flow will bring about the desired growth. 
Indeed, without competent management, supplemented by 
satisfactory levels of skills in the professions and in the 
trades, the most efficiently constructed factory would represent 
nothing but a wasteful and useless expenditure. 

Now what should be done to create this sharing of com- 
petence? 

Natioral programs of technical assistance should be carried 
forward. The United States will press its own program, 
through our International Cooperation Administration, even 
more vigorously than in the past. I hope that other countries 
will act in the same spirit. 

The work of the United Nations is of great importance 
in this field. The United States will continue to participate 
in the expanded technical assistance program of that or- 
ganization. We have pledged a contribution to its new Special 
Projects Fund. 

Regional discussion of these technical assistance programs 
can be very helpful. An outstanding example is the work of 
the Colombo Plan Association itself. 


VII. 


A third major requirement is for private investment. 

Americans are particularly conscious of the importance of 
private investment for two reasons. 

The continuing growth of their own country is due largely 
to private efforts and to private initiative. Our citizens have 
confidence in free enterprise as a means of achieving economic 
growth because we have seen it work. We know what it can do. 

Secondly, the resources of American private capital are 
far larger than the amounts which our government can pos- 
sibly provide. Most of the productive talent and resources of 
our society are in private hands. Our strength lies in the 
diversity of private individuals, organizations, and interests, 
and in the quality of their technical skills, their imagination, 
and their initiative. If this country is to be of greatest help 
to less developed countries, therefore, its private resources 
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will need to be drawn upon to the greatest extent possible. 

The United States government is studying how best to 
help bring this about. I am confident that we will discover 
methods of enhancing the constructive role of private invest- 
ment in promoting the growth of less developed areas. 

It would seem desirable that the less developed nations will 
also explore the full potentialities of private initiative. To 
create a favorable climate for outside investment, one of the 
things most needed is assurance to prospective private in- 
vestors that their capita! will be respected and allowed to work 
productively. Thus thess countries will not only encourage the 
flow of needed capital and technical skills, but will provide 
an added and helpful stimulus to the development of their 
own business enterprises. 


VIII. 


The fourth requirement is for public loans on normal 
bankable terms. 

These loans are usually made for projects, like the building 
of a new road system, which are not attractive to direct private 
investment. These loans are made to borrowers who will be 
able to repay in foreign exchange and on banking terms. 

Such loans are now being extended by the International 
Bank for Reconstruction and Development. The recent meet- 
ing of the Bank's Board of Governors in New Delhi decided 
that the Executive Directors ‘would promptly consider an 
increase in the Bank’s capital subscriptions. Without requiring 
the Bank's members to make new payment, such an increase 
would enable the Bank to obtain greater funds in the private 
market. The United States believes that this should be done. 

At New Delhi it was also agreed to consider the advisability 
of an increase in the quotas of the International Monetary 
Fund. The Fund has greatly helped the development of many 
countries through timely assistance in meeting their balance- 
of-payments difficulties and by providing valuable advice on 
fiscal and monetary policies. The United States believes that 
such an increase is important if the International Monetary 
Fund is to continue to carry out its vital role in furthering 
the economic growth of the free world. 

The United States extends bankable loans for development 
also through the United States Export-Import Bank. Its 
operations and those of the International Bank complement 
and reinforce each other. 

The Export-Import Bank has made an outstanding con- 
tribution to economic development. Other countries’ lending 
agencies can also play an increasingly effective part in pro- 
viding bankable loans for sound development projects and 
programs. 


IX. 


I now turn to the fifth vital requirement: for development 
financing which will afford the borrower flexibility regarding 
terms of repayment. 

Many sound projects, which are essential to development, 
cannot qualify for bankable loans. If these projects are not 
carried out, economic growth will not go forward at the 
rate that is required. 

It was to help finance such projects on a businesslike basis 
that the United States Congress last year established the 
Development Loan Fund. 

The Fund is authorized to make loans which can be repaid 
in the currency of the borrowing country, not only in dollars. 

It is intended to provide a basis for increasingly effective 
long-term programs to hasten growth in less developed areas. 

It enables these countries to utilize better their own re- 
sources for such programs. 

It works closely with our Export-Import Bank and with 
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the International Bank, to stimulate an increased flow of 
bankable loans for such programs. 

It furnishes increased loans for private projects and assists 
the growth of private enterprise in the less developed regions. 

The Colombo Plan countries have already received more 
than half of the Development Loan Fund's loans. 

Your response to this new instrument of development 
policy has underscored the importance of its operations. 

Colombo Plan Nations have requested further loans for 
key projects which exceed the available resources of the Fund 

Additions to the fund are needed if the Development 
Loan Fund is to carry forward these operations effectively. 

I hope that the Congress will from time to time provide 
adequate resources for the Development Loan Fund. This will 
enable the Fund to continue to serve as an effective instrument 
of United States policy in meeting the vital needs which 
exist for development financing with flexible repayment terms. 

If other more developed countries should also act vigorously 
to meet these growing needs, progress would be hastened. 

The United States would welcome the contributions of 
other countries to this end. The possibility of creating an 
International Development Association for this purpose, as 
an affiliate of the International Bank, was discussed at my 
suggestion by Secretary of the Treasury Anderson at the New 
Delhi meeting. These discussions were encouraging. Possibly 
an International Development Association can be brought into 
being as one way of effectively mobilizing financial resources 
contributed by the free world as a whole. 


X. 


This then is the five-part program for progress which | 
hope will be carried out by the United States and other coun- 
tries: to expand international trade; to provide technical 
assistance; to encourage private investment and initiative; to 
support bankable lending; and to furnish financing on flexible 
terms of repayment for other sound projects. 

The measures to expand trade, and to provide increased 
technical assistance and bankable loans, are already charted 
or underway. The vital measures to provide both greater 
private investment and expanded development financing on 
flexible terms remain to be carried out. It is these two im- 
portant types of measures that will require special and in- 
creasing emphasis by all our countries in the period of stock- 
taking and planning that lies ahead. 

If this is done and if sound measures of self-help are also 
charted by the less developed countries, this period of review 
could prove to be a turning point in the development efforts 
of free men. 

It is fitting that we should dedicate ourselves to that task 
in this great city of Seattle. 

The men and women who settled this region were moved 
by the same belief in freedom that brings us together here 
today. 

They came here to build a new future in liberty for them- 
selves and their posterity. They knew that only in liberty 
could the moral values which all men cherish be enriched 
They knew that liberty would only be secure if they were 
able to repel the tyranny of hunger, as well as the tyranny of 
authority. 

In pledging to work together to this end, we reaffirm our 
faith in freedom. 

In cherishing freedom, we reaffirm our faith in the worth 
and dignity with which a Divine Creator endowed each human 
being. 

It is this faith which moves and joins all of us in the 
undertaking on which we have embarked. 

In this faith, we are prepared to labor diligently. 
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In this faith, I believe that we will succeed. 

My friends, again I assure you the sense of distinction and 
honor I have in the invitation to meet with you, and again I 
say warm welcome to the United States during your stay here. 

Thank you very much 

* +. * 

Gentlemen, I could not possibly leave this room without 
attempting to express some small measure of my appreciation 
of the understanding these spokesmen have exhibited toward 
the purposes of the American people and its government. 

[ am truly grateful and complimented by the over-generosity 
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of the sentiments you have expressed toward me personally. 

And I would like, as my last word, to ask each of you to 
convey to your heads of state and to those heads of govern- 
ment who cannot be here today, my personal and official 
felicitations and warm greetings, and to express to those 
heads of state and heads of government the great hope of the 
American people that each of the peoples that you represent 
will continue to march ahead in the level of its standards of 
living—and always in the. freedom and the dignity of men 
who are truly free. 

Thank you very much, and goodbye. 


International Law and Human 
Rights Today 


PROBLEMS INVOLVED AND ALTERNATIVES PRESENTED 
By DR. MANUEL R. GARCIA-MORA, Professor of Law, University of Detroit, Detroit, Michigan 


Delivered at the Program “Our Contemporary World” presented by The Institute of Social Leadership of Marygrove College 
Alumnae Association, Detroit, Michigan, October 29, 1958 


INCE THE END of World War II international law 
has experienced a fundamental and radical transforma- 
tion which affects in large measure the foreign policy 

of the Western nations. This transformation is evidenced by 
three significant developments. First, international law has 
been converted from a Western type of law into a world-wide 
law. It is an undeniable fact that the international law which 
we knew until 1945 was essentially European deeply rooted in 
the principles of Western culture. It was indeed a Western 
oriented type of law. With the emergence of new nations in 
Asia and Africa, international law had of necessity to expand 
its content in order to reflect the hopes and aspirations of the 
peoples of the World. Second, the breakdown of J/atssez faire 
has brought with it the abolition of certain institutions of the 
law of nations whose foundations were built on the dichotomy 
of the individual and the state. Embedded in this division 
was the idea that the restrictions imposed by international 
law could only reach the State and not the private activities 
of individuals. The whole law of neutrality was thus con- 
ceived to the point that it was perfectly legal for private 
individuals to continue to trade with belligerents without in 
any way endangering the neutrality of the State. Finally, since 
1945 human rights have become a matter of international 
concern, though it is this development that has encountered 
the greatest difficulties. It is with this last transformation that 
I am going to be concerned. 

When the United Nations Charter was adopted in 1945, 
for the first time in the history of an international organization 
human rights and values were specifically guaranteed. The 
Charter explicitly recognizes thé existence of human rights 
throughout several of its provisions. Thus, the preamble of 
the Charter speaks of reaffirming “faith in fundamental human 
rights, in the dignity and worth of the human person, in the 
equal rights of men and women and of nations large and 
small . In the article dealing with the purposes of the 
United Nations, the Charter clearly commands the Organiza- 
tion and its members to promote and encourage “respect for 
human rights and for fundamental freedoms for all without 
distinction as to race, sex, language, or religion.” Similarly, 
the General Assembly has the power, among others, to assist 
“in the realization of human rights and fundamental freedoms 
for all without distinction as to race, sex, language, or religion.” 


In the matter of international economic and social cooperation, 
it provides for “universal respect for, and observance of, 
human rights and fundamental freedoms for all without dis- 
tinction as to race, sex, language, or religion.” A like pro- 
vision is found among the powers of the Economic and Social 
Council. And, finally, one of the objectives of the Trusteeship 
System is “to encourage respect for human rights and for 
fundamental freedoms for all without distinction as to race, 
sex, language, or religion, and to encourage recognition of the 
interdependence of the peoples of the world.” 

From the foregoing list, it can be readily seen that the United 
Nations is irrevocably committed to the promotion and pro- 
tection ef human rights everywhere. And since the Charter is 
a multilateral convention now accepted by some 80 States, it 
may be logically concluded that the members of the United 
Nations have the legal obligation to promote respect for 
human rights within their respective jurisdictions. 

With this consideration in mind and in view of the fact 
that the United Nations has now been in existence for thirteen 
years, the question naturally arises as to what has the United 
Nations done in fulfilling the human rights provisions of the 
Charter. In this connection, and discharging its responsibilities 
on the matter, the General Assembly adopted on December 
10, 1948, the Universal Declaration of Human Rights as “a 
common standard of achievement for all peoples and ll 
nations.” It is of some significance that this year we celebrate 
the Tenth anniversary of the adoption of the Declaration. The 
substantive articles of this Declaration include the right to 
life, liberty and the security of the person; prohibition of 
slavery or servitude, torture and inhuman treatment; the right 
to be recognized everywhere as a person before the law; 
equality before the law and equal protection of the law; 
freedom from arbitrary arrest, detention or exile; protection 
of motherhood and childhood; the right to education; the 
right of asylum from persecution, and many others of equal 
urgency and vitality. Subsequently, the Human Rights Com- 
mission of the United Nations drafted two Covenants of 
Human Rights, one dealing with economic, social, and cul- 
tural rights, and the other dealing with civil and political 
rights. These two Covenants were considered by the General 
Assembly at its Tenth Session in 1955, but the discussion 
bogged down on the article relating to the right of political 
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and economic self-determination of peoples and nations. 

Moreover, in 1948 the General Assembly approved the 
Convention for the Prevention and Punishment of the Crime 
of Genocide, and this Convention has today been ratified by 
some 45 members of the United Nations. Also, the Convention 
on the Political Rights of Women, which among other rights 
seeks to guarantee female suffrage, was adopted by the United 
Nations in 1952 and came into force in 1954 after ratification 
by 18 members. The Convention Relating to the Status of 
Refugees was adopted in 1954, and outside the United Nations, 
the Geneva Convention Relating to the Treatment of Prisoners 
of War was adopted in 1949. 

In addition, the United Nations has conducted special 
studies On particular human rights, such as forced labor, slavery, 
and trade union rights. The United Nations has also dealt with 
specific human rights problems in various countries, such 
as the trials of religious leaders in Bulgaria, Hungary and 
Rumania; the right of Russian wives of foreign nationals to 
leave the Soviet Union; the kidnapping of Greek children 
during the invasion of Greece, and the treatment of Indians 
in the Union of South Africa and the race conflict in that 
country. In some cases, particularly those of Greek children 
and Russian- wives, the discussions in the General Assembly 
produced some positive results. 

Despite these impressive accomplishments, legal objections 
continue to block the adoption of a comprehensive scheme 
of human rights. There are several such objections. 

In the first place, there is the ever-recurring question of 
the legally binding nature of the human rights provisions of 
the Charter. Though the Charter is a multilateral convention, 
signed and ratified by the constitutional processes of the 
member States, considerable doubts continue to exist as to 
the legal nature of its human rights provisions. For one thing, 
it is maintained, and the United States is in this group, that 
the human rights provisions of the Charter are too vague and 
too general to give any definite standard and, thus, cannot be 
served as a judicial guide. Implicit in this contention is the 
idea that some provisions of the Charter are binding because 
they are particular and detailed, while others are not because 
they are too general and vague. Such a legal theory has been 
reflected in the decisions of the courts. Thus, the Supreme 
Court of California, in passing upon the California land law 
forbidding aliens ineligible to citizenship to own and transfer 
land, expressed that the vagueness of the human rights pro- 
visions made them non-self-executing and, therefore, not 
binding upon the courts. The land law, however, was declared 
invalid as in violation of the Fourteenth Amendment of the 
Constitution. (Sei Fujis v. State of California, 242 P.2d 617). 
A similar result was reached by the Supreme Court of Michi- 
gan, where the Court said that the human rights provisions 
of the Charter “were indicative of a desirable social trend 
and an objective devoutly to be desired by all well-thinking 
people”, thus refusing to apply such provisions to invalidate a 
restrictive covenant. (Sipes v. McGee, 316 Mich. 614). Con- 
versely, in a substantial similar case, a Canadian court in- 
validated a restrictive covenant on the ground that it was in 
conflict with the Charter as an ingredient of public policy. 
(In re Drummond Wren, 4 Ontario Reports 778). Though 
the attitude of the Canadian court is highly desirable, it is 
unfortunate that it is in the minority. 

Surely, the human rights provisions of the Charter are 
general but it can be said that the Declaration of Human 
Rights provides a catalogue of the rights to which those pro- 
visions refer. However, in this area we immediately meet with 
difficulties, for after the Universal Declaration of Human 
Rights was adopted, practically every government expressed 
the opinion that the Declaration was not binding upon the 
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Parties, that it was a mere statement of principles and not a 
source of legal obligations. In other words, the Declaration of 
Human Rights binds no one, it has no legal force; at best, it 
has a moral force. It is indeed a sad commentary upon the 
world that States feel no legal obligation whatever to observe 
human rights within their respective jurisdictions. But, again, 
the answer to this problem may be found in the traditional 
doctrine of international law. 

The international legal order has been dominated by a 
school of thought that goes under the name of positivism 
According to this doctrine, only States are subjects of inter- 
national law. This doctrine has led to the unfortunate con- 
clusion that individuals cannot claim rights under international 
law. The matter may be bluntly stated by simply saying that 
international law takes no notice of the individual. In fact, 
international law applies to the individual through the medium 
of his own State, to the point that if a foreign government 
injures a national of another state, the injury thus inflicted is 
generally regarded as an affront to the State of which the 
individual is a national. Rights under international law belong 
to the State and not to the individual. This positivism has 
obviously outgrown its usefulness, for it should be frankly 
recognized that the individual is the unit of all law, that 
international law does not apply to abstract entities called 
States, but to the individuals who live within it. After all, 
the behavior of the State is nothing more than the behavior 
of the individuals who compose it. Moreover, whether we like 
it Or not, there is in fact a world community of individuals 
and the artificial division of the world into States is not the 
perfect form of human association. The Niiernberg trials 
recognized this truth in 1945, except that while at that time 
international law was applied to the German leaders for the 
purpose of demanding responsibility, today international law 
is denied application to the individual to protect his rights. 
Since the Charter of the United Nations deals with hurnan 
rights in the manner indicated, it necessarily follows that the 
individual has been recognized as a subject of international law 
and there is nothing inherent in the nature of international 
law which might be incompatible with this assertion. 

There is, secondly, a provision of the Charter, frequently 
invoked, which has been said to reduce to a minimum, if not 
to nullify altogether, its human rights provisions. This crucial 
provision is found in Article 2, paragraph 7, which says that 
“Nothing contained in the present Charter shall authorize the 
United Nations to intervene in matters which are essentially 
within the domestic jurisdiction of any State .. .” From this 
provision, it is concluded that human rights are essentially 
within the domestic jurisdiction of the States and, conse- 
quently, the United Nations is strongly prohibited to inter- 
vene. This principle was invoked in the Indian-South African 
Disputes regarding discrimination of South Africa directed 
against Indians with respect to land tenure and other matters. 
A similar resort was had by the Soviet Government in respect 
to the Chilean proposal placed before the General Assembly 
to address a specific recommendation to Soviet Russia to permit 
the wives of Russian origin married to foreign diplomats to 
leave Russian territory. Though no decision was made as to 
the applicability of the provision in question, the attitude of 
a large majority of States clearly implies that this provision 
does not apply to the United Nations in dealing with any 
matter concerning human rights within a country’s territory. 

It is unfortunate that the framers of the Charter incorpo- 
rated Article 2, paragraph 7. But it should be pointed out 
that its inclusion represented one of the several compromises 
which made the Charter acceptable to the big powers. In and 
of itself, Article 2, paragraph 7, is not harmful, for it is 
nothing more than the incorporation of the principle of 
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non-intervention, which is a well established principle of 
international law. However, intervention is a technical term 
which essentially means dictatorial interference of a State in 
the affairs of another. The element of force is thus of para- 
mount significance and not at all applicable to the promotion 
of human rights by the United Nations. The attitude of the 
Latin American States is particularly illuminating in this 
connection. The Latin American States have been passionately 
attached to the principle of non-intervention, yet the Latin 
American Governments themselves have brought to the at- 
tention of the General Assembly violations of human rights 
such as the Chilean resolution in respect to Soviet wives, the 
matter concerning the trial of church leaders in Bulgaria and 
Hungary in 1949, and have strongly supported action by the 
United Nations in other cases of a similar nature. 

In addition to the two foregoing obstacles to the establish- 
ment and protection of human rights, there is the argument 
which might well be referred to as the constitutional law 
objection. Such a problem has arisen particularly in the United 
States where lawyers have looked at constitutional law rather 
than at international law or the United Nations. It should 
be said, however, that this problem is peculiar to those States 
that have a federal system. In respect to the United States, it 
was maintained that such agreements as the Genocide Con- 
vention or the Covenants of Human Rights would impose 
obligations upon the United States, or enable the federal 
government to take action internally which would not be 
authorized by the Constitution. Fears of this nature have given 
rise to the successive Bricker Amendments to the Constitution, 
and partly explain the reason why the United States has not 
yet ratified the Genocide Convention which today has been 
accepted by a substantial number of States including the Soviet 
Union. Subsequently, on April 6, 1953, Secretary of State 
Dulles announced that the Covenant of Human Rights would 
not be ratified by the United States, though this country would 
continue to study sincerely the development of human rights, 
in which it has always been interested. 

Other federations may have similar difficulties. Take for 
instance Switzerland. The Convention dealing with the Politi- 
cal Rights of Women would be difficult to enforce in Switzer- 
land, for in that country women do not have the franchise, 
and in 1953 and 1954 the men of Geneva and Basel voted 
in local elections against giving women the right to vote. 

Confronted with these legal problems, the final question 
arises as to the direction which action to protect human rights 
should take. The following alternatives present themselves. 
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1. To continue to work on the Covenants of Human Rights. 
There can be no doubt that with the United States’ lack of 
support for the Covenants, any further attempt to work in 
that direction would be doomed to failure. Perhaps less em- 
phasis on such rights as the so-called economic and social 
rights, which might clash with the economic ideas of some 
countries, is likely to produce a more acceptable treaty. But, 
then, the danger arises that a treaty which is finally accepted 
may represent the lowest possible denominator, so that no 
real progress was achieved. 

2. A regional approach to the subject may be adopted. In 
this connection, the European nations, under the auspices of 
the Council of Europe, adopted in 1950 a Convention for the 
Protection of Human Rights and Fundamental Freedoms. A 
similar program for the Americas has already been mapped 
out. In fact, in 1948 at a Pan American Conference held in 
Bogota, a Declaration of the Rights of Man was adopted for 
the Americas. Moreover, it would appear that the United 
States might find it easier to enter into an agreement on the 
Pan American rather than a global level. The advantage of 
this regional approach lies in the possibility of dealing with 
problems peculiar to each region. Global coordination can 
then be attained through the United Nations. 

3. Or, finally, the United Nations may adopt the method 
followed by the International Labor Organization. This 
method consists in solving specific problems instead of trying 
to solve all the human rights at once. The International Labor 
Organization has in this regard advanced very carefully from 
one problem to another, solving one social difficulty after 
another, and today an International Labor Code of a large num- 
ber of conventions has already been approved by a substantial 
number of States. The United Nations might proceed along 
similar lines by the adoption of a few conventions dealing 
with those human rights the protection of which is most 
urgent and vital, or which are most universally accepted such 
as equality of women, freedom from slavery, prohibition of 
ex post facto laws, protection of property and others. This 
might be the most practical approach to the matter, for in 
this way difficulties with the States’ constitutional problems 
may be more easily avoided. 

Regardless of the approach adopted, one thing remains 
certain, namely, that the protection of human rights on the 
international plane can no longer be postponed, since it is 
the sine qua non of peace, and unless this is done the current 
program of the United Nations may go down in history as 
another failure of mankind. 


a ee 
Business Statesmanship 
A PLAN FOR WAGING THE ECONOMIC WAR 
By DONALD K. DAVID, Chairman, Committee for Economic Development, New York, New York 


Delivered before the Business Advisory Conncil, Hot Springs, Virginia, October 17, 1958 


Association held a conference to mark the 50th Anni- 
versary of the School. Stimulated by my strong ties to 
the institution, I was bold enough to outline an idea in the 
field of foreign economic policy that 1 had been discussing 
for some time with a few friends in this Council and in the 
Committee for Economic Development. My intent was merely 
to send up a trial balloon—and the idea and I have been on 
trial ever since! 
However, the trial that has filled me with the greatest 
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trepidation is that which has begun this minute. I have come 
to know this Council through many years of happy association 
with it, and my first impulse was to submit a simple plea for 
mercy. Then I recalled its tradition that members respond to 
requests of the chairman. This tradition and the importance 
of the issue told me I could not neglect the opportunity to 
present my case more fully—knowing that I would not only 
have the benefit of your mercy but of your wisdom as well. 
Some of the things I said at Harvard I wish to repeat, and 
then to amplify. And I think the place to begin is with Mr. 
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Khrushchev and the following statement of his: 

“We declare war. We will win over the United States. The 
threat to the United States is not the ICBM, but in the field of 
peaceful production. We age relentless in this and will prove the 
superiority of our system.” 

What I have to suggest is based on the belief that Mr. 
Khrushchev meant every word of that statement. War has 
been declared. The Soviet Government is deadly earnest in its 
intent to defeat the United States and all it stands for, relating 
to man’s purpose in life and the institutions we have built to 
serve the goals of owr civilization. 

Virtually every thoughtful traveller to the Soviet Union in 
recent years has returned impressed with the determination— 
almost the passionate determination—of people in every walk 
of life to catch up with and surpass the United States. To an 
amazing degree, the emotions and energies of the Soviet 
people, as well as the whole range of institutions controlled 
by the Soviet dictatorship, are directed toward defeating ws in 
a struggle that is essentially economic in character. 

Progress at home is used for propaganda and penetration 
abroad. The weapons of economic warfare, such as dumping 
and preclusive buying, are kept at the push-button readiness 
that dictatorships can maintain. And now a program of loans, 
grants and technical assistance has been added to the Soviet 
arsenal of economic weapons. Each shot from this arsenal is 
aimed at a political target. The infinitely more difficult and 
troublesome task of building the economic foundations of 
growth and stability does not encumber the strategic planning 
of the Soviet’s economic warriors. 

This warfare is waged at the personal as well as the policy 
level. The Soviet technicians and advisers now being placed 
in strategic positions all over the globe not only are trained 
in their specialties, but indoctrinated to argue their country’s 
ideology and national aims. Even more importantly, they are 
taught the language of the country to which they are going, 
whether it be Hindi, Urdu, Chinese, Burmese, or an obscure 
African dialect. I am told that in Moscow’s English language 
institute the student can choose whether to acquire an Ameri- 
can or a British accent! 

All this adds up to determined warfare, waged at every 
level of national life. 


CONTEST OF CIVILIZATIONS 


We are engaged in a contest of civilizations. And it is a 
contest we must win if our way of life is to survive on this 
planet. 

Unless we think of it in these terms, what I have to suggest 
has little point. Unless we sense the urgency and the magni- 
tude of the threat, there is real danger that we will lose. And 
if I seem to labor what, to this group, is obvious, it is because 
I fail to find the measure of dedication; the willingness to 
invent, adapt, experiment, explore; the sense of national 
purpose that is required to win. 

Today, our peril arises not from the power of the Soviet 
challenge but from the weakness of our own response. 

Perhaps the most puzzling paradox of our time is the fact 
that the wholly materialistic Soviet approach to life has ac- 
quired an almost spiritual quality in the minds of hundreds 
of millions of people; while our civilization, based on the 
spiritual concept of man created in the image of God, has 
acquired the reputation of being hard, cold, and often in- 
humanely materialistic. 

Is it too much to expect free enterprisers to develop some- 
thing of a missionary feeling about free enterprise? I, for one, 
do not believe it is. But I am also convinced that something 
more than lip service to free enterprise in corporate board 
rooms and from after dinner rostrums like this are required. 
This is a contest that will be won by works, not words. 
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GETTING BUSINESS OUT OF 4-F STATUS 


Therefore, what is needed, it seems to me, is a means—a 
mechanism—by which business can enlist in the economi 
war. Although the war is being fought in areas of their special! 
knowledge and experience, businessmen are in something of 
a 4-F status; they pay taxes but are not directly involved in 
the fighting. I think they should be at the front. I even believe 
that more of them should be officers! 

Thinking in these terms led me to look at our experience 
in mobilizing our economic power for waging the more 
conventional types of warfare. How did we create the “arsenal 
of democracy” less than two decades ago? We did it by gov- 
ernment contract with private industry equipped and able to 
do the jobs that needed to be done. 

And when I think of the job that now most needs to be 
done in the underdeveloped countries, it seems to me that this 
technique is particularly appropriate. 

The problem in these countries is considerably different 
from that which faced us in Western Europe at the end of 
World War II. There we were dealing with highly indus- 
trialized countries with skills, services, laws, traditions and 
institutions that made our massive export of capital an ef- 
fective act of enlightened statesmanship. Such conditions are 
not present, or only partially present, in most of the less 
developed countries. 


MORE THAN CAPITAL REQUIRED 


Exporting capital will not, in itself, meet these countries’ 
needs. Some of them do need capital, both public and private, 
on a large scale. And it is important that our export of private 
capital should be supported more than it has been by our tax 
laws. Some countries, however, notably in the Middle East, do 
not lack capital at all. What they need are skills and better 
means of employing the capital they already have. And in 
some countries, the infusion of capital alone tends to reinforce 
practices, people and regimes that must change if Communism 
is not to become the attractive alternative to today's feudalisms. 

Most of the undeveloped countries lack both business en- 
terprises and business managers. They seek to borrow our 
technology but fail to grasp that enterprises and enterprisers 
have also played a vital role in our growth. De-centralized, 
independent and competitive enterprises have not sprung up 
and the power of the free market to stimulate growth has not 
been felt. 

Some of this simply reflects the lack of development. In 
other cases, the new governments have kept the initiative for 
development in their own hands. But there is also another 
reason which it would be wise to recognize. What business has 
existed often has been of the trading variety and the /arger- 
scale foreign trade usually has been in the hands of non-native 
managers. Thus, the image of private enterprise that has been 
created either is of “horse-trade” bargaining in the bazaars, 
or of foreign exploitation of local resources and, often, of 
local people. 

All these conditions make me conclude that the central 
issues of foreign economic policy cannot be dealt with ef- 
fectively, as in the last decade, by the mere export of capital. 
The answers will be found, I am convinced, in the massive 
export of the managerial and entrepreneurial talents as well 
as the productive skills that reside in the American business 
community. 

A NEW PARTNERSHIP OF BUSINESS AND GOVERNMENT 

Achieving this purpose requires the building of a new 
partnership of business and government dedicated to pro- 
moting economic development abroad. This partnership could 
be effected by having responsible government agenctes contract 
with private companies and private management to plan, build, 
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organize, operate, and train local people for operating, business 
enterprises abroad. 

This means that much of our aid would be extended in 
terms of specific developmental projects, with American firms 
having skill and experience in the field being retained by 
government, at a reasonable fee, to assume responsibility for 
each such project im its entirety. The responsibility would 
extend all the way from assessing the soundness of the pro- 
jected enterprise to organizing the company, securing its 
financing, building the plant, developing its market, and, 
finally, recruiting and training local people to move in and 
carry on the enterprise. 

The contracting company would not be required to invest 
its own funds in the project. If it desired to do so, and the 
country concerned agreed, it should be able to acquire at least 
a minority interest in the enterprise. As performance conquers 
suspicion and doubt, I believe such investment will occur— 
with beneficial results for all concerned. 

Once the principle of operating in this fashion is estab- 
lished, a vast variety of methods and combinations of methods 
will suggest themselves. And the responsibility for effective 
implementation will fall heavily on both government and 
business. 

GOVERNMENTS ROLE 

Government will need to develop, on a country-by-country 
basis, and in some cases on a regional basis, programs for 
economic growth that will encourage the stability and inde- 
pendence of the less developed countries. The regional ap- 
proach needs to be encouraged because the pitifully small 
markets of most underdeveloped countries severely handicap 
most plans for new industries that require some size to 
achieve efficiency. 

Government, of course, will need to negotiate with the 
country concerned, the broad basis on which to carry out such 
a program. Ir will need to seek out the specific projects best 
designed to advance the program. To government also will 
fall the task of selecting the American firms, negotiating the 
terms of the contracts and setting and maintaining standards 
of performance. 

This gives government—on both the executive and legisla- 
tive levels—a big job to do. The job is on the planning and 
policy-making level which is appropriate to government— 
and which government must perform efficiently, if it is given 
the chance to do so. 

This means, for example, that the contracting agency must 
‘ command public confidence and attract people who are com- 
' petent, honorable and honest—a staff of the caliber of that 
serving, say, the International Bank. Achieving this goal, 
however, requires an improvement of the climate in which 
our public servants function. Dedicated work and wise policies 
need to be protected from irresponsible attack and self-seeking 
pressures. And I know of no better way of pursuing this goal 
than by getting businessmen to become more active politically. 


BUSINESS AND POLITICS 

| am not speaking of political action in the partisan sense— 
although even more of that would help. I am talking about 
involvement in the political process generally through per- 
sistent and responsible participation in public affairs. I am 
talking about the conscientious search for what ss right, for 
what is in the public interest, and for the fearless espousal of 
the best answers that can be found. 

I cite, as an example, the Cordiner report. That report 
faced up to the difficult answers to a vitally important prob- 
lem. The answers were presented to public officials who were 
unaware, Or unresponsive, or even, in some cases, unfriendly. 
But opinion was won over and action achieved by frankness, 
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by courage and by political persistence. This is the kind of 
responsible political action that could make businessmen, if 
only more of them would engage in it, effective political 
persuaders. And more of such involvement could help us 
remove other barriers to the enlistment of business talent in 
the economic war with the Soviet Union. 

I am thinking, in this connection, of the “conflict of in- 
terest” issue. Thus far, the handling of this question has 
been motivated almost entirely by partisan political considera- 
tions. It is much too important for that. I would like to see us 
seeking guidance on such issues as this from a committee of 
public spirited “elder statesmen” of government and industry 
such as the ex-Presidents of the United States, and Frank 
Abrams, Laird Bell, Bernard Baruch, Clarence Francis and Ben 
Fairless. 

We have consciously developed a society in which responsi- 
bility and decision-making are widely dispersed over many 
levels in both the public and the private sectors. We must not 
let the attack from the Soviet dictatorship undermine this 
pluralism and shove us or our efforts abroad into the Soviet 
mould. Instead, our task is to find the means of preserving our 
pluralism at home and of putting it to work overseas. Our 
task is to find the means of letting this many-sided, mixed, 
and difficult-to-describe system of ours demonstrate its superi- 
ority. 

The approach I suggest puts government in the planning 
and policy-making role it should be in; and it enables private 
enterprise to assume the role #t is best able to perform—the 
development of business enterprises and enterprisers. 

This is really not such a revolutionary idea. We are applying 
it constantly in the other aspects of our national security 
effort. 

THE TESTED APPROACH TO DEFENSE 

During the First World War, it was government that first 
undertook to manufacture most of our munitions. We learned 
the hard way. So when the Second World War occurred our 
historic feats of production were achieved by private industry, 
operating under government contract, and receiving remunera- 
tion for the cost involved. 

Thus, today, when we think of national security in terms 
of planes, missiles and ships, we turn without question to 
contracts with private industry. Even defense research and 
development are conducted primarily in this fashion. This 
has been an extraordinary development; in great contrast to 
the experience in World War I. 

Now that development and production on a broad scale in 
the less developed countries have likewise become important 
to our national security, is not the adoption of the same tech- 
nique a logical step? 

I would not suggest, however, that the adoption of this 
technique is a simple matter. Merely outlining the responsi- 
bility that government would assume undoubtedly suggested 
to you a number of intricate and difficult problems. Similarly, 
private industry, in meeting its responsibility, would have to 
face up to important issues of philosophy, policy, practice and 
procedure. And the outcome generally will be determined by 
how clearly business leaders see their future, the future of 
their free enterprise economy—indeed, their country’s future 
—bound up in the task of promoting economic growth and 
political stability in the rest of the world. 

I have suggested that government initiate a massive effort 
to get American business abroad to develop business there, in 
return for a reasonable fee, because it is now obvious that 
investment abroad will not occur in the normal fashion at 
the rate our security and the needs of the underdeveloped 
countries require. 

If you look at the non-oil investments in the underdeveloped 
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countries of vital strategic concern to us, the amount of private 
American funds going abroad shrinks surprisingly. Last 
year, for example, out of a total private investment abroad of 
some four billion dollars, the amount of non-oil new invest- 
ment that went into all of Asia, all the Middle East and all 
of Africa, including the European dependencies in Africa, 
totaled little more than 70 million dollars. At this rate, we will 
never build multi-faceted, non-socialist economies faster than 
under the beguilingly simple Communist blueprint. 


BUSINESS STATESMANSHIP CALLED FoR 


In suggesting a partnership between business and govern- 
ment that would harness our widely dispersed economic 
system to the task of economic development abroad, a high 
measure of business statesmanship is called for. I believe 
fervently that such statesmanship exists. I believe it is waiting 
only for a means of expressing itself. 

In most areas, for years to come the risks are far too 
great and the returns far too small, to justify investment in 
the normal manner. Managements and stockholders want to 
be good citizens; but we cannot expect them to operate their 
business as a philanthropy. If we did, we would be violating 
one of the essential lessons we need to demonstrate—that given 
a reasonable chance to function, private enterprise can provide 
more people more things and more freedom at the lowest 
cost and the best return in profits and in non-material rewards. 

The first and most important test of business statesmanship 
will come in determining how high a priority to place on this 
function in the wide range of corporate policy. Will general 
corporate policy in working out this new partnership with 
government, command the attention of the best and broadest 
minds on corporation boards? Will the development of re- 
lationships with our government and with the governments, 
corporations and mixed corporations abroad claim an im- 
portant share of the time and thought of top management? 
And when a company has undertaken to develop an enterprise 
abroad, will it send its best talent that has the capacity and 
imagination to adjust to differing circumstances and cultures? 
Or, will it merely regard the government contract as an 
opportunity to dump its problem children on the Hottentots? 

Unless, at every one of these points, the answer is a positive 
one; unless American business sees this partnership as the 
great opportunity to display the virtues of our system, includ- 
ing the people and the attitudes as well as the goods it 
produces; unless the willingness to earn a fee for the under- 
taking is mixed with a strong sense of patriotism and convic- 
tion about the values of American life; unless all these 
elements are present I think it would be better to lock up 
the store and send the key to Moscow now. 


BUILDING “SHOW CASES” 


Most of the people on this earth have never heard about 
or doubt the existence of the kind of capitalism we take for 
granted. Its reality is believable only through demonstration. 
That is why I believe it is so important to devise a program 
that will build “show cases” for enterprise all over the world. 

A recent conversation with a member of the Business 
Advisory Council whose company operates abroad helps to 
illustrate what I mean. He told me of the consternation that 
was created when his company asked their local suppliers if 
their goods were being produced at prices their own employees 
could afford to pay. This, to the local supplier, was an un- 
heard of idea; a fantastic suggestion. But the American com- 
pany insisted that if they wished to remain suppliers they 
must work toward high production, lower costs and lower per 
unit profits that would place their products within the eco- 
nomic reach of many buyers instead of a few rich ones. 
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By applying what was a normal rule here at home, this 
company is encouraging an economic revolution—the kind 
of revolution our country and our system stands for; the kind 
of revolution that oppressed and aspiring peoples will flock to 
once they see we are not defenders of their inadequate status 
quo; once they see we are the exponents of a kind of capitalism 
they have never known or even imagined. 


THE QUESTION OF COMPETITION 

I have stressed statesmanship because, at first blush, it will 
seem to some businesses that they are being asked to create 
competitors. But this danger, I am convinced, is more apparent 
than real. As George Bernard Shaw once said, there is Jess 
here than meets the eye. 

For one thing, the bulk of the needs for a long time to 
come will be in non-competitive lines. Even when this is not 
the case, local and regional needs generally will more than 
absorb the additional capacity. Also, many new industries will 
create markets that do not now exist. For example, many 
agricultural areas need but do not use fertilizer, and the 
building of local plants will spur the development of a now 
non-existent market. 

Another consideration is that some of these industries will 
be built whether we like it or not. I know of one firm now 
building a factory in India that at first rejected the Indian 
proposal, but then agreed to go ahead when it learned the 
Russians were prepared to accept the contract. Now the firm 
is finding that this entry is providing a base for developing 
more promising business opportunities. 

And finally, there are two broader considerations. First, the 
country that is responsible for installing the initial capital 
equipment will have the economies of these emerging nations 
tied to it for generations. Will this be equipment of American 
or other western manufacture, or will it be Soviet equip- 
ment? The answer to this question has profound political 
import. Also, no one could be unaware of the business op- 
portunities provided by the need for parts, supplies and 
replacements. 

And, secondly, there is the clear economic fact that wher- 
ever living standards and purchasing power rise, so does the 
overall demand for American goods and services. 


Our BASIC VALUES 


In addition to business statesmanship, I have stressed the 
need for conviction concerning the basic values of American 
life. We must be inspired to make that extra effort to break 
out of the tight, in-bred American communities that so often 
characterize our operations abroad. We must learn the lan- 
guages of the people and how to live with them on close 
terms so that we can communicate not only our technology, 
our charts, and our procedures but also the important in- 
tangibles of American life. 

And I should also stress faith because, in many of these 
countries we must begin with governments and people who 
have committed themselves to economic development on a 
socialist pattern or along lines set by central government plan- 
ning. I reject the counsel of fear that American enterprise 
cannot compete and adapt without reinforcing systems alien 
to our Own. 

Because I believe in the inherent strength and ingenuity of 
our way of getting things done, I am willing to accept the 
fact that the “show cases” we build may not always be mirrors 
of the American corporation or of American experience. In 
some cases, our initial influence may be limited to creating 
enterprises that may have no more than operational inde- 
pendence and authority to perform in the best interests of their 
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stockholders. Those stockholders may be individuals, but in 
some cases they may have to be communities. Nevertheless, 
we should proceed in the faith that the dynamics of our system 
are such that these developing enterprises will move toward 
our own concepts—in the faith that even the publicly owned 
enterprises we help to start will “spin off” ideas and oppor- 
tunities and people who will steadily enlarge the private 
sector of these emerging economies. 

We must believe that the vitality and value of our way 
of life and the economic system behind it will assert them- 
selves. We must believe that, inherently, socialism cannot 
subvert capitalism nearly as surely as capitalism can subvert 
socialism. 

We must also support this faith with the willingness to 
engage the best talent we possess—talent that will take 
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abroad the same willingness to improvise, to modify and to 
adapt that has marked our growth here at home. 

This talent will mainly be kept at home unless it can go 
abroad without getting off the escalator of corporate ad- 
vancement. But we can mobilize and apply it if we will 
develop a program in which responsible governmental agencies 
would contract with private companies to organize and 
develop total enterprises in the field of their special com- 
petence. This way, we could harness the power of the hundreds 
of thousands of “economic teams” that make our country 
strong. This way, we could put in our “first team.” 

A decade ago we devised the means for using our economic 
power to save the wavering Western world. Now, by building 
this new partnership of business and government, we can 
wage and win the war for growth and development in freedom. 


“How Can British and American 
Business Best Meet The Soviet 
Economic Challenge?” 


FREE AND OPEN COMPETITION 
By ROSS ROY, President, Ross Roy, Inc., Detroit 7, Michigan 
Delivered at the Gauge and Tool Makers Association Trade Luncheon, London, England, October 22, 1958 


RESIDENT HALLIWELL, Distinguished Guests: You 

have done me a great honor by inviting me to cross 

the Atlantic to speak to this meeting of your entire 
organization. Last June, I had the pleasure of giving a short 
address to some of the members of your group and of the 
Dollar Exports Council. 

What I said about freer trade between nations at that time 
must have struck a responsive chord. Sir William Rootes, 
Chairman of your Dollar Exports Council, sat at my right, 
and I believe he led some applause when I said that Detroit 
is not a “protectionist” city. Anyway, Mr. Halliwell and Mr. 
Beach asked me to address this meeting, and I parried by 
saying that it was a long way for me to come and that per- 
haps they were making a hasty decision, affected by the fact 
that we had had several cocktails and there was much con- 
viviality. Their invitation was repeated, however, when we met 
again the next day and I accepted. I'm very happy to be here. 

Let me say at the outset that the views I shall express here 
today are my personal views, not necessarily those of our 
Detroit Board of Commerce or of any organization to which 
I belong. 

My subject is “How Can British and American Business 
Best Meet the Soviet Economic Challenge?” Surely, you will 
agree with me that, short of war, the Soviets intend to defeat 
us on the economic front. They believe that they can best us 
in the field of international trade. They believe that they can 
eventually prove that their regimented economic system can 
produce more consumer goods for people than a free, com- 
petitive, capitalist system 

I shall first attempt to define the economic challenge which 
the Soviets pose for us, and I shall then present three recom- 
mendations for action on the part of Britain and the United 
States. Here they are! 

One: The nations of the Free World can meet the 
Soviet challenge by being more willing to com- 
pete with each other. 

Two: Businessmen in our countries must take a more 


active interest in international trade and should 
help shape and support a government economic 
policy which encourages freer trade between the 
free nations. 

Three: The United States, with the help of Britain and 
other free nations, should lead the way in re- 
moving economic barriers to trade between the 
free nations. 

Talking before a British audience today, I am acutely 
conscious of the common bond of language, of culture, of 
moral and legal philosophy which binds our two great nations 
together—which binds them more firmly than some of our 
minor differences in viewpoint would sometimes seem to 
indicate. I am also conscious of the fact that the challenge 
which we face goes far beyond the confines of an economic 
challenge. Today the foundation on whick our heritage of 
freedom has been based is threatened by an alien philosophy 
which is dedicated to our downfall. 

Let us face the Soviet challenge and accept it with the secure 
knowledge that dealing with challenges has been the core of 
our economic systems. If we, as businessmen, can make one 
single, all-embracing criticism of our policies toward the 
Soviet Union during the postwar struggle, it is that too often 
we have reacted rather than acted. We have been caught 
napping too often: we have sought cownter-measures to Soviet 
moves more frequently than we have proposed constructive 
action of our own. 

Would we not better serve our enlightened self-interest if 
we constructively asserted the leadership of the free world 
not only by meeting the Soviet challenge on the economic 
front, but by forging ahead on our own to strengthen the 
nations of the free world? 

The Soviets’ economic challenge emerges on many fronts— 
trade, aid, and dumping. All of these tie together, but the 
challenge of trade is the one which we can and should answer 
with a counter-challenge of our own. 

Premier Khrushchev and his economic trade wizard, 
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Mikhoyan, have dangled before our eyes the prospects of 
greatly increased trade if we would only lower owr barriers 
to East-West trade. Let's look at this enticement a little closer 
and see how many of their promises of greater trade have 
been shattered. 

The “friendly” Soviets have proved their eagerness to take 
surpluses of rice and rubber off the hands of the less-developed 
countries of South and Southeast Asia. For these surpluses, they 
have bartered, at outrageous prices, goods of little real value 
to their “trading partners”. 

The Soviets have extended a helping hand to finance Yugo- 
slavia’s economic development with hundreds of millions of 
rubles, only to yank back the hand when Yugoslavia did not 
quite knuckle under. 

Recently, the Soviets have claimed to be interested in buy- 
ing processes for chemical and plastic manufacturing. They've 
also attempted to purchase machinery from the free countries 
which they could copy without regard for legal rights of patent 
holders. We all know of the complete disregard which the 
Soviets have for foreign patents and copyrights. 

Russia attempted to buy aluminum from the free world 
but was refused. She then established her own aluminum in- 
dustry, and recently dumped enough aluminum on world 
markets to upset Canadian and United States producers. 

The Soviets can dump chosen commodities in chosen coun- 
tries at will—let’s face it. They can probe here and probe 
there—but so what? Let’s be calm and realize that they have 
no corner on strategic commodities or raw materials. The 
Soviet Nation can produce only a certain amount of basic 
materials—steel, coal, aluminum, and oil, for example. A 
dictatorship can juggle these materials around at will, perhaps, 
but the total of what is consumed at home and exported 
abroad cannot exceed the sum total of production. The Soviets 
cannot repeal basic economic law. 

No nation has all of the basic raw materials or commodities 
which it needs. The Soviets, of necessity, must buy and sell 
competitively in other countries. The Soviets, can subsidize 
here and there and take losses in certain areas, but these losses 
must be made up elsewhere. Whether they like it or not, the 
Soviets are going to have to compete. 

You may remember the concern of free-nation aircraft 
manufacturers and of airline executives when the Soviets flew 
their TU-104 twin-jet transports to the London Airport in 
March of 1956. This concern deepened in September of that 
year, when the Russians boasted of having the only airline 
offering regular service in “pure jet” aircraft. Aircraft manu- 
facturers, I'm sure, were not panicky, but they eyed the Soviet 
jets as possible future competition. S. A. S., the big Scandi- 
navian airline, sent a team of engineers to Moscow to inspect 
the TU-104. They returned, convinced that even if the Rus- 
sians gave away the TU-104, the high maintenance costs would 
bankrupt a commercial airline. 

I'd like to touch for a moment on our United States trade 
policy with the Soviet bloc of nations. At home, we're quite 
generally agreed, I’m sure, that we should not supply militarily 
strategic goods to the countries in the Soviet orbit. 

It seems to me, too, that amy trade with the Soviet bloc of 
nations increases their war-making potential by permitting a 
greater diversion of these countries’ production toward war 
materials. Soviet citizens are demanding more consumer goods. 
Why should we help a regime which is dedicated to our 
destruction to meet this ever-growing demand? Does not the 
Soviet rulers’ disregard for domestic consumer demands carry 
within it the seed of revolution—bloody or peaceful? 

Of course, the Soviet Union continues to entice us with 
promises of a large and growing market for free-world goods. 
Trade missions and communications, such as Khrushchev’s 





letter to President Eisenhower, promise greater East-West 
trade. But actions do not support the promise; the total level 
of East-West trade is still far below the potential promised 
by the Soviet trade delegations despite the increase in Soviet 
bloc trade since Stalin’s death. 

Are we not deceiving ourselves if we rely on trade with a 
“partner” who respects no contract, no patent, no copyright, 
if it should not suit him to do so? Shouldn't we be cautious 
in trading with a nation whose avowed purpose is to destroy 
us? 

The problem of trading with Red China, the aggressor in 
Korea and Vietnam, and with her “allies” in North Korea 
and North Vietnam is, in my opinion, a special case and a 
controversial one. Communist China has been a military ag- 
gressor in the Asian area and perhaps is still an aggressor in 
the Formosa Straits. I personally see no reason to lift the 
complete embargo imposed on Red China, North Korea, and 
North Vietnam by the United States Government. 

How shall we meet the economic thrusts of the Soviet 
Union? How shall we respond to this economic challenge? 
To meet it piecemeal, to parry each thrust as it comes, is 
surely a sign of weakness and indecision. Surely, we do not 
lack the originality, the logic, and the ideas to pose our own 
challenge. Let us go on the offensive with the weapon which 
we all know best—competition. This is my first point. 

The nations of the Free World can meet the Sovtet threat 

by being more willing to compete with each other. 

Let me assure you that I do not mean the competition 
implied by out-bidding each Soviet offer of so-called aid. I 
wish to make it quite clear that I do not advocate that we sell 
subsidized goods to beat Russian prices. 

We should have more of the kind of competition that has 
made us strong nations—namely, the competition of the 
market place. What more dynamic way of achieving this than 
to lead the way toward freer trade? 

I am frank to admit that there is far more provincial 
thinking on the subject of international trade in the United 
States than there is in Britain. You have been leaders in 
world trade and investment. With you, it has been a matter 
of trade or perish—export or die. We have been insular in 
our attitude toward world trade—wmntil recent years. Today, 
more and more enlightened businessmen in the United States 
and in the other free nations are beginning to see that “pro- 
tectionism” is a breeder of conflict with other nations and is 
not in the long-term best interests of people w#thin a nation. 

The tariffs and other trade barriers which we set against 
one another only make us vulnerable. The Soviets will be 
increasingly alert to take advantage of our shortcomings and 
short-sightedness. I repeat—the Soviet threat can best be 
countered by improving our trade relations with each other. 

It is my firm conviction that to meet the Soviet economic 
challenge, we must not adopt the methods of the Soviets. We 
do not need to become dictatorships to compete with a dic- 
tatorship. We are not going to compete with the Soviets by 
going in the direction of more and more government inter- 
vention in production and distribution and trade. We are not 
going to compete with the Soviets by setting up economic 
barriers between the free nations. 

Now I come to my second recommendation for meeting 
the Soviet challenge—which is that businessmen should help 
shape and support a government economic policy which 
encourages freer trade between the free nations. I believe that 
we need more action on the part of businessmen—not on the 
part of government. In our countries, the economy is de- 
pendent upon private capital for growth and expansion, and 
this gives businessmen great influence upon the actions of 
government. 
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Businessmen in nations such as ours with a free, com- 
petitive, capitalist economy can have much effect upon 
government policy. In all too many instances, however, the 
policies which we try to effect are not in the best interests of 
the nation as a whole. In our countries, often the businessman 
who is most vocal against nationalization of industry—who is 
most vocal against strong central government—is first to run 
ro government for protection against competition—both 
domestic and foreign competition. Those of us who believe in 
competitive enterprise within our countries should adhere to 
that principle in all trade. 

It is selfishness and the undue regard for short-term interest 
that causes businessmen to ask for government action which 
may temporarily benefit their particular industry—but which 
may mot be to the benefit of all industry—or to the benefit 
of the country as a whole in its trade with other countries. In 
a free, competitive economy, it is our right to serve our 
interests, bur this self-interest must be enlightened if we are 
to remain free and competitive. 

There are many examples of businessmen asking their 
governments for protection. Let me assure you that I make 
no claim that the United States has not violated the spirit and 
intent of our professed freer trade policies. I need only remind 
you of our imposition of strict quotas on Danish cheese just 
after we had encouraged the Danes to market their wonderful 
cheese in the United States. More recently, you have read 
about the uproar caused by our imposition of absolute quotas 
on lead and zinc. 

As you know, the machine tool industry in the United 
States suffered a setback this past year. Sales and profits went 
down. Some industry leaders began making adjustments in 
their business in order to be more competitive. Others—some 
of them members of our National Tool and Die Manufacturers 
Association—sought government protection as a means of 
solving their difficulties. They pointed to tool imports as the 
source of their troubles and urged quota restrictions. 

Such thinking ignores a basic fact in business—that selling 
is a partner to buying. It’s necessary that our friends sell in 
the United States to earn the dollars they need to buy from us. 
I fail to see how some of our businessmen can believe that 
competition is good as long as it is within the boundaries of 
their country, but “unfair” as soon as it arises from sources 
abroad. 

Immersed in the cares of the day, the businessman is often 
inclined to ignore the benefits to be derived from the spe- 
cialization of production, but the benefits are real, nevertheless. 
Nations, the same as individuals, should produce what they 
are most capable of producing. If tl.ey are permitted to do 
this and to trade freely, al? peoples will benefit. 

It is a mistake to assume that freer trade would lower the 
wage and living standards of British and United States citi- 
zens. Wage rates are not as important as wage costs. Com- 
pared with many other nations, your wage costs and ours are 
low because our industry is better mechanized and more 
efficient. 

If peoples of ail nations were allowed to produce what 
they are best able to produce without trade restrictions, wages 
would mot go down in our countries, but real wages would 
tend to rise in all countries. Consumers everywhere would 
benefit by lower costs because only the efficient producers 
would succeed. 

If we analyze the production and distribution of automo- 
biles, it will emphasize some of the points I have made. We 
specialize in the production of larger cars than are produced 
in volume in Britain and on the Continent. Our wage rates 
are high but we can compete anywhere in the world in the 
sale of this type of car. 


VITAL SPEECHES OF THE DAY 


Your automotive manufacturers and those on the Continent 
specialize in producing smaller cars than we produce and 
these you produce and export in volume. We are becoming 
very aware of them in the United States. 

Now there is no doubt whatever that if tariffs and quota 
restrictions on automobiles were removed in all countries, 
both your automotive industry and ours would sell more cars. 
Other things equal, when prices are reduced, sales are in- 
creased. 

Consumers everywhere pay more for cars because of tariffs 
and quotas. We impose an 814 per cent duty on imported 
cars. You have a “token” import quota. We would sell more 
cars to each other if restrictions were lessened—or removed 
entirely. At the same time, we would contribute to greater 
convertibility of our currencies. Altogether, more cars would 
be sold in al? countries if all restrictions on imports were 
lowered or eliminated. As an aside, I might say in defense 
of our automotive industry that I have never heard a United 
States automotive executive ask for an increased import duty 
on foreign cars or for quota restrictions. 

You may rest assured that our automotive executives are 
watching the increasing sales of small foreign cars in our 
country with great interest. Perhaps they will produce smaller 
cars themselves eventually. Perhaps they will decide that the 
market is not large enough to justify tooling up for this type 
of car in the United States and that European manufacturers 
who specialize in smaller cars have the advantage in this 
market. But the answer to the threat of the small car in our 
country, if indeed it is a threat, is competition and not in- 
creased import duties and import quotas. 

I have mentioned the attitude of our automotive industry 
on imports. Let me say now that I am heartened by the 
growing number of people in a// industry in the United States 
who question the value of tariffs and restrictive quotas. This 
is significant progress when you consider that 96 per cent of 
all the goods and services produced in the United States is 
devoted to the United States market. 

In 1934, when we adopted the Reciprocal Trade Agree- 
ments Act which permitted the reduction of tariffs and other 
trade barriers on a reciprocal basis, most Americans were 
isolationists in their views on world trade. Over the past 25 
years, we have been slowly learning the dangers of trade 
barriers, not only to ourselves but to the whole free world. 

More and more of us have begun to accept the fact that 
competition is good not only within our domestic market, 
but also in the world market—that means competing not only 
at home with domestic competition, but also at home with 
foreign competition, and, last but not least, to compete abroad 
if freer trade gives us that opportunity. 

The business community in Britain, the United States 
and in all free nations today should be more willing to com- 
pete. Protectionism always brings retaliation and the result is 
always conflict. Tariffs are always a form of subsidy. They 
are almost always designed to protect the inefficient. They are 
designed to avoid the realistic test of the market place. 

We should always bear in mind, too, that tariffs are only 
one way to restrict trade. Actually tariffs exercise no absolute 
control over the volume of imports (except as their height 
discourages imports). Import quotas are even more objection- 
able barriers to trade and they are a most commonly used 
device to foster protectionism. Exchange controls, bilateral 
trade agreements, cartels, preferential trade treatments, govern- 
ment-sponsored inflation—all these are methods which busi- 
nessmen ask their governments to employ to protect them— 
in the United States and in other countries. All these are 
devices which expand already swollen government bureaucra- 
cies. They are devices which add to the cost of consumer goods. 
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They are devices which create enmity and distrust in other 
free nations. 

Protectionism always disregards the fundamental purpose 
of all economic activity—which is to produce goods for 
consumers. The purpose of all production is consumption; it 
is just that simple. A basic economic fact which is overlooked 
by most people is that every one of us is a comsumer as 
well as a producer and that the sum total of comswmption 
can be no more than the sum total of production. Consumers 
everywhere will have more of the good things of life if 
competition creates efficiency and lower prices—as com- 
petition most certainly does. 

I come now to my third recommendation for meeting the 
Soviet economic challenge. The United States, with the help 
of Great Britain and the other free nations, should lead the 
way in removing economic barriers to trade between the free 
nations. Our responsibility is greater than yours, perhaps, but 
I am convinced that if we acted more in concert, we could 
accomplish far more than by going our separate ways in our 
economic war with the Soviets. 

Our own Reciprocal Trade Agreements Program was a 
step toward freer world trade, particularly when it culminated 
in an undertaking such as the General Agreements on Tariffs 
and Trade. But the Trade Agreements Act, although extended 
again for four years is, in my opinion, becoming obsolete. It 
has become loaded with “escape clauses” and with “national 
security exceptions” which far transcend the needs of our 
national security. 

We must question today the adequacy of this tired instru- 
ment to inspire us at home, and to inspire our trading partners 
abroad. We must question its ability to meet the challenge 
of the Soviet Union on the economic front. As I said, we 
should throw out a challenge ourselves—a challenge for freer 
trade, for greater economic growth, based upon competition, 
freedom, and opportunity. 

One way to create this challenge 1s for the United States to 
embark on the bold but necessary step to reduce its own trade 
barriers, its quotas and tariffs on a unilateral basis. 

As the leading importing and exporting nation in the 
world, the United States should be taking the lead in the 
reduction of barriers to international trade. But we cannot— 
we must not do it alone. Other free nations must also be 
willing to abandon the protectionist concept in their foreign 
economic policy. Both Britain and the United States are con- 
cerned about the possible effects of the European Common 
Market. What all three groups need—British Commonwealth, 
Common Market, and the United States—is greater freedom 
of trade between the three, and with all ether countries of the 
free world. 

Removal of direct barriers to trade and stepping up the 
pace of international trade will make it possible to create wider 
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convertibility of currencies. This is of course, one of the prime 
requisites for the greater economic strength of the free nations 

Freedom of payments should go hand in hand with freedom 
of trade. Greater freedom of payments would result in more 
private trade and more private investment in other countries 
and would reduce the role of government in this area. I am in 
favor of fewer government-to-government transactions and of 
more free trade between private producers. 


Apparently the Soviets have come to the conclusion that an 
all-out military conflict would settle nothing—that bot/ sides 
would lose. They are most assuredly correct when they con 
clude that force will not make people decide how they want 
to live. It is easy to kill people—but it is impossible to kill an 
idea or a principle. 

The “wave of the future” will not permit the rule of naked 
force. Let us hope and pray that the wave of the future is the 
wave of freedom. Except for brief interludes in Athens and 
Rome, the world knew nothing but the rule of force until your 
Magna Charta. Freedom was nurtured in Britain—over a 
period of centuries. Our Constitution and our Bill of Rights 
were inspired by your example. Would that all the nations of 
the world could become free nations today, free to conduct 
their affairs as they wish withim their nation—and free to deal 
with other nations on a basis of equality. 

Wars are usually an attempt by one nation or group of 
Nations to gain an economic advantage by force which could 
not be gained by peaceful conquest. The setting up of eco- 
nomic barriers between nations has always been a major cause 
of conflict. I am firmly convinced that the best way to assur 
peace in the world would be for all nations to be willing and 
able to compete in the market places of the world. 

It is up to Britain and the United States, as leaders of th 
free world, to set an example for the free world. Let us realize 
that a great essential of a free society is economic freedom 
Freedom of the individual in choice of occupation—freedom 
of the consumer in the disposal of his income—freedom of 
the individual to own property—all these are bulwarks of a 
free society. All of these freedoms are economic as well as 
personal freedoms. 

To sum up, I believe that free men can out-produce and 
out-trade regimented men. 

I believe in the principles of the free market, the sanctity 
of private property, and in limited government. 

I believe that it is up to the busimessmen of the free coun 
tries, particularly of your country and mine, to lead the way 
toward free and open competition, freer trade, and thus greate: 
abundance for all. 

That is the dynamic challenge that we should pose for our 
Soviet rivals. 


World Trade 


NEW CRISES AHEAD 
By RICHARD M. SIMPSON, Congressman from Pennsylvania 


Delivered at the 73rd Annual Meeting of American Tariff League, New York City, October 29, 1958 


THANK YOU sincerely for this splendid award—and 
for the singular honor of your friendship. Your sincere 
good will is reassuring, particularly to one so fresh from 

the heat of Congressional controversy. 
It is always reassuring to see again that Americans really 
care . . . that they are truly interested in wise government 





... and in the people they send to Washington to serve their 
highest and most honorable interests. 

As you well know, many of us differ as to just what these 
honorable interests are. 

Are they, for example, best served by yielding a large 
measure of sovereign economic authority to a multination 
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body, in which our voice is only one of many? 

Are they best served by inviting American manufacturers 
to take their capital and machines and jobs to other shores, 
is the most effective way to meet and beat the competition 
for the home market here? 

And are they best served by inviting others to invade the 
world’s most productive economy on terms that are clearly 

irmful to many of our own industries and workers . . . terms 
lacking minimum wage guarantees, child labor prohibitions, 
ind beyond the purview of our antitrust laws? 

I don’t think so. I know you don’t think so. I know many 
ther Americans don’t think so. 

| know something else . and that is that in the years 
just ahead a great many more Americans are going to find 
that they don't think so, either. 

Far from being resolved in 1958, as some would have you 
believe, the great issues of international trade will intensify. 
Many critical decisions remain to be made in capitals around 
the world 

Foreign trade, moreover, is quite likely to occupy a prom- 
inent position on the agenda of the 86th Congress. Let me 
recount a few of the reasons why. 

Issue Number One concerns a legal interpretation of Execu- 
tive Authority under the Trade Agreements Act. The Customs 
Court of New York has seriously challenged the supposed 
discretion of the Executive to modify recommendations of 
the Tariff Commission as he sees fit. 

If this ruling is upheld, the Executive will be required 
either to accept or reject Tariff Commission findings as they 
stand, and he will be required to act within the time limit 
specified for these cases by Congress. 

This issue may have to be resolved by legislation. If the 
Customs Court decision is sustained by higher tribunals, 
legislation is the likely recourse for those who seek to main- 
tain Executive free wheeling in trade policy. 

But no matter how the litigation ends, the case already 
has crystallized doubts in the minds of many . . . doubts which 
may be thoroughly explored and discussed in the next Con- 
gress. 

Issue Number Two calls up again the question of OTC, the 
proposed Organization for Trade Cooperation. Has the idea 
really been discarded by its advocates? Have they really found 
1 way to reach the same goal by detouring around Congress, 
is the press has suggested? 

This speculation grows out of what was said—and not 
said—by a leading United States delegate to the latest meeting 
of GATT. He said the United States was amenable to creating 
“stronger permanent delegations” to GATT in Geneva, pre- 
sumably so that these delegations might assume duties pre- 
viously foreseen for OTC. But he did not mention OTC. 


This is still a subject of raw speculation. Those in a position 
to know the answers have remained silent. Meanwhile, the 
trial balloon is aloft, waiting to be pushed one way or the 


other by public opinion. 

I need not remind you that two Congresses have rejected 
the principles of OTC. My conviction is that Congress will 
ontinue to reject OTC, camouflaged or otherwise. 

Now, Issue Number Three. And that is GATT itself, to 
which I have been a delegate. In my opinion, it is showing 
signs of wear and tear. Today it is challenged by a trading 
concept, the European Common Market, which is a contra- 
diction of its basic principles. 

There is talk of a “watchdog committee” to protect the 
nterests of GATT’s non-European members doing business 
n the Common Market. At the same time, there is talk of 
‘ommon Market agreements elsewhere in the world. 
Che question is, where does the American manufacturer fit 
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in? Equally important, where does the American Workingman 
fic in? 

A few weeks ago, at a meeting here in New York, the 
president of a large corporation told a group of chemical 
producers that only one course is open to American Industry, 
and that is to establish plants in Western Europe. 

He said this was the only way that American companies 
could compete in the Common Market and its system of 
“monopolistic free enterprise,” to quote his own words. 

Then, just last week, a spokesman for the State Department 
said the same thing. And that is particularly ironic, since it 
was by the same source that we were assured only recently 
that the Trade Agreements Act would strengthen our bar- 
gaining hand and prevent just such a situation. 

There are other ironies attached to GATT. You probably 
noticed that the British delegate accused us of “bad behavior” 
in our trading policies. He was particularly incensed by the 
Administration’s lead-zinc quota, and, as usual, he rebuked 
us for continuing a system of agricultural quotas which serve 
to stabilize our domestic farm market and safeguard the 
standard of living of our farm population. 

He said the United States should take the lead in chopping 
down trade barriers and fostering the flow of goods between 
nations. 

On the other hand, when it was believed that large profits 
were waiting behind the Iron Curtain for those who would 
come and get them, American leadership and considerations 
of Free World defence were shunted aside by these same 
allies. 

Over our objections, the controls on strategic shipments to 
the Communists were peeled back at the insistance of mer- 
chants in Britain and other Western countries. 

It boils down to this: 

When it comes to sacrifice, the United States is exhorted 
by Sir David Eccles, Chief of the British Board of Trade, to 
furnish the momentum. 

When it comes to opportunity, even the dubious opportunity 
of doing business with international warlords, the United 
States is asked not to stand in the way of progress. 

We are used to this, of course. As acknowledged leader of 
the Free World, and as the pillar of Free World security, 
perhaps it is no more than right that we should give more than 
we expect to receive. 

The fact is, we have accepted this burden of self-sacrifice, 
at tremendous cost to our citizens and our economy, even 
while attempting to disguise it as “reciprocity.” 

These are simply a few of the issues, the unsettled questions, 
facing us in the field of foreign commerce. There are others— 
the Soviet economic offensive, for example. 

That the Soviets can severely disrupt world markets at their 
pleasure has been proven to us all. By dumping tin and 
aluminum on a large scale, the Communists provoked market 
upheavals that brought hardship to large and small nations 
alike. 

In fact, these tactics proved so successful that they have 
been adopted by the Chinese Communists who are flooding the 
Far East with slave-labor goods, to the distress of Japan and 
other countries. 

Both Houses of Congress, through their respective Foreign 
Affairs and Foreign Relations Committees, will, I expect, in- 
vestigate this problem in the next session. 

Policies bearing on United States private investment abroad 
will be studied by a Subcommittee of the Ways and Means 
Committee. 

Furthermore, the new Congress will be watching for signs 
that changes in the Trade Agreements Act of 1958 are accom- 
plishing what they set out to do; namely, to provide a 
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greater measure of stability and equality for domestic indus- 
tries and workers vulnerable to excessive imports. 

I realize you were not satisfied when Congress enacted this 
law. I was not satisfied, either, because several improvements 
that we worked for were rebuffed. 

But in perspective we must recognize that important gains 
were made. 

For the first time in a quarter of a century Congress holds 
statutory powers to review Executive decisions in Escape 
Clause cases. These powers are not easily invoked—yet they 
are a long step in the right direction. 

In addition, Peril Point procedures were tightened up. The 
range of relief available under the Escape Clause was broad- 
ened. The Office of Civil and Defense Mobilization was given 
greater authority to curb trade practices harmful to national 
security. 

Obviously, these are not cure-all measures. Important gains, 
yes, as far as they go. And certainly they reflect credit not 
only on the 85th Congress, but on The American Tariff 
League and other responsible groups and individuals whose 
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support was essential and decisive. 

Yet you know and I know the struggle is far from 
over. In view of the long list of imponderables confronting 
our policy-makers, and the long list of unresolved issues, you 
might say the struggle has hardly begun. 

I cannot emphasize too strongly the importance of con- 
tinued vigilance—on the part of America’s industries, Ameri- 
can labor, American consumers; and on the part of those they 
select to encourage a healthy, expanding economy by in- 
telligent governmental action. 

The need for responsible participation in a vital public 
issue is still strong. Already we are witnessing new currents 
of alarm among industries once unconcerned by this issue. 

This underscores my belief that more and more industries, 
more and more workers, more and more Americans in all 
walks of life will be sharing our concern in the years just 
ahead. 

Again, I thank you for this generous award, for your warm 
hospitality, and for inviting this expression of a firm and 
mutual faith. 


The Common Market Treaty 


THE FREE TRADE AREA 
By JAMES DAVID ZELLERBACH, United States Ambassador to Italy 


Delivered at the Executives Club of Chicago, Chicago, Illimois, November 7, 1958 


APPRECIATE very much your invitation to lunch with 

you here in Chicago during my brief visit to the United 

States. I know that the Executives Club takes an active 
and constructive interest in the problems of American foreign 
policy. As a representative of the United States abroad who 
has the task of helping to execute that policy, I am glad to 
have this occasion to report to you. 

You have asked me to speak on the Common Market 
agreement, as well as on the current discussions looking to- 
ward a Free Trade Area in Europe. The commitment of six 
nations to the course of action set forth in the Common 
Market Treaty is beyond doubt one of the most important 
events which have taken place in Western Europe in this 
century. If the Common Market program fulfills its promise, 
that may prove to be a significant turning point in history. 
Already it has spurred consideration of ways in which the 
six-nation Common Market might be supplemented by the 
establishment of a European free trade zone embracing eleven 
additional nations—more than 250 million people in all. I 
should like to return in a few minutes to the current pro- 
posals for the establishment of such a free trade area. Let me 
speak first, however, of the six-nation agreement which has 
already been signed and is beginning to get into actual 
operation. 

In terms of its contents alone, this treaty deserves to be 
ranked with the great events of our time. The customs union 
of the Common Market is to be no Hanseatic League, but a 
merging of the economies of great nations populated by 
more than 160,000,000 people. 

Yet it is by its implications rather than by its provisions 
that I expect the treaty to take its place in history. It is, I 
believe, no less than the seal and confirmation of a new 
philosophy of relations among peoples and states. 

What this philosophy is, and what it can mean for the 
future, I think will become plain if we consider how this 
treaty came into being and what it implies. To explain how 


I have been Jed to my conclusions I will, if I may, cite a few 
observations from personal experience. 

I have had the privilege of returning as Ambassador to a 
country in which, a decade ago, I participated in carrying 
out a program of economic assistance. The purpose of that 
program was to help repair the destruction of war, to halt 
the nation’s despairing descent toward Communism and to 
offer its people hope of a decent and improving life in demo 
cratic independence. 

The Marshall Plan was an instance of economic policy 
deliberately applied to foreign affairs. That it achieved its 
economic objectives is evident. That it has helped materially 
in achieving our political objective of strengthening Western 
Europe’s freedom and friendship is also beyond argument. 
The contrast between the Italy to which I went as aid ad- 
ministrator and the confident Italy to which I returned as Am- 
bassador is, to my mind, in itself a sufficient demonstration that 
the Marshall Plan was worth its cost to the United States 

Yet my recent experience has confirmed my belief thar, 
even more than for what it directly accomplished, the Mar- 
shall Plan was significant for what it set in motion. Times 
are different. My job is different. The days of large-scale 
American economic aid to Europe are past. Constantly, how- 
ever, I am made aware that the idea to which Europe re- 
sponded in the Marshall Plan is a living force in the policies 
of its governments today. 

To understand the vitality of that idea we must be clear 
about what the Marshall Plan was intended to do. It was not 
intended to buy gratitude. Italy is one country from which our 
past help continues to earn sincere thanks. We are honored 
by these thanks precisely because they were not, nor could be, 
bought. Italy is a valuable and close partner, not because she 
is dependent on us, but because she feels able to offer th: 
friendship of an independent equal. 

Nor did our aid itself rebuild the economies of Europe 
That was the task of Europeans. We contributed to the means 
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they had available for the job. We “primed the pump”, so 
to speak. The strengthening of the economies of Western 
European nations has been accompanied by a strengthening 
of their confidence in themselves. It is this which has spurred 
Western Europe past every milepost of recovery into un- 
precedented economic development. From the achievements 
of the past decade the nations of Western Europe have 
acquired the courage and confidence to step boldly into the 
future 

Our economic aid to Western Europe was, then, essentially 
in investment in the aspiration of peoples for their own ad- 
vancement. We offered dollars because, with dollars, we were 
ible to offer hope. The dollars are spent, but the hope they 
helped to create continues to grow and to shape the policies 
of governments. In the potential benefits of economic coopera- 
tion we had the faith to invest the funds of the Marshall Plan. 
Today six nations of Western Europe have the faith to invest 
their whole economies, and in their move toward economic 
and political unity have stirred the imagination of people 
the world over 

lo view the Common Market treaty as an economic agree- 
ment from which each signatory hopes to derive advantage is 
to see only a small part of its significance. The potential ad- 
vantages are there, of course: duty-free access to a market 
comparable in population to the United States; savings in 
unit costs through an increased volume of production; a 
greater variety of choice for the consumer; more jobs; a 
chance to create new industries which could not economically 
be developed for a single national market. Through a pro- 
vision for the free movement of labor and through the ex- 
pansion of her industries, Italy, for instance, hopes to open 
the way for an eventual solution of the persistent unemploy- 
ment with which she, alone of member states, is plagued. 

For Italy as for its other members, however, the Common 
Market agreement is primarily an act not of economic calcu- 
lation but of faith. The complexity of the treaty and the ex- 
tended period over which it is to take effect are a measure 
of the difficulty of trying to fix six going economies together 
without causing any to falter. In our own economic development 
we had no comparable problem to overcome. Exhaustive as the 
Common Market treaty is, it does not pretend to guard its 
members against every potential risk or guarantee them the 
utomatic enjoyment of every potential benefit. Many ques- 
tions have been left for later decision. There will have to be a 
continuing process of adjustment, reassessment and readjust- 
ment. At every step forward toward economic union the 
economies or parts of the economies of the member states 
will lose some of the protection behind which they have 
ichieved their present development. As certainly as the Com- 
mon Market will mean competitive advantage for some en- 
terprises, it will mean competitive disadvantage for others. It 
is not possible to predict in detail what will happen. 

Suppose, for instance, we take for granted the survival 
ind expansion in healthy competition of all three of the auto 
industries which today exist behind tariff walls in Italy, Ger- 
many and France. Let us then further envisage another de- 
velopment which, with the coming of the Common Market, 
will enter the realm of the possible: that Belgium, with 
160,000,000 customers within reach instead of 9,000,000, will 
find it economic to manufacture automobiles. What the pat- 
tern of the auto indusry, or of any other industry, will be in 
Europe in a quarter-century'’s time, I do not think anybody 
could say precisely. My own feeling is that in economic union 
the buying power of Western Europe’s population will rise 
fast enough to make room for new enterprises as well as the 
expansion of existing enterprises of reasonable efficiency and 
idaptabiliry. In committing himself to the Common Market, 
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however, every statesman, every businessman, every worker 
and consumer in Western Europe must balance uncertainty 
against Opportunity. The Common Market treaty is above all 
a proclamation of the European’s new confidence in himself 
and—what is even newer and more remarkable—his con- 
fidence in his fellow-European. 

The most important understanding among the parties to 
the Common Market treaty, the unwritten clause which gives 
all the other clauses force, is that within and among the 
peoples of the economic union there shall be mutual trust. At 
this stage it is not, of course, absolute trust. Old concepts of 
class and national antagonism still linger, and still are ag- 
gravated by communists, within and without, to the extent 
of their declining powers. But this trust, for the first time in 
the history of Europe, exists. It is growing. Already it has 
caused the continental powers, whose conflicts in the past 
have cursed the world, to put their economic fortunes in one 
another’s hands, in mutual confidence. To all the uncertainties 
inherent in this step Europe has answered with the serene 
certainty that the problems of each country will be the sincere 
concern of all. 

I have stated and explained my view that the Common 
Market is much more than an economic agreement. Its next 
most immediate meaning is, of course, as an influence on the 
probability of peace or war in the present state of the world. 
Again speaking in purely economic terms, I think it can 
fairly be said, first, that countries whose economies are thor- 
oughly intermingled can make war on one another only with 
difficulty; and second, that the substitution for today’s Europe 
of an economic unit potentially as strong as the United States 
will be a great gain for the Free World in the struggle with 
Soviet Communism. 

Yet even these achievements, I feel, do not exhaust the 
meaning of the idea underlying our Marshall Plan and em- 
bodied by Western Europe in the Common Market. If I am 
right, these may come in the perspective of history to be 
called only beginnings. I think we may have, in the develop- 
ments which have taken place in Western Europe in the last 
decade, the glimmerings of one of the great transforming 
concepts which do not enter the world in every generation, 
or even in every century. 

To its present stage, the development of this concept in 
Western Europe is not difficult to trace. It began with General 
Marshall’s speech at Harvard and Europe’s response to it. 
If European nations would help one another toward recovery, 
General Marshall said, we would help them all. Eastern 
Europe, under the dictation of Soviet Russia, declined with- 
out thanks. Western Europe formed the Committee for 
European Economic Cooperation, soon transformed into the 
Organization for European Economic Cooperation. Whether 
this was a European response or a European initiative has 
long since ceased to be relevant. The OEEC remains an active 
meeting place for the European family of nations because 
these nations have discovered it is useful to them to work 
out economic problems together. 

Participating in the OEEC and in other, specialized organi- 
zations such as the European Payments Union, the countries of 
Western Europe found that their true interests were not con- 
flicting but complimentary and were best served by mutual 
help and cooperation. The next step, perhaps the greatest of 
all as an expression of faith hardly justified at the time by 
works, was the formation of the European Coal and Steel Com- 
munity. Whether coal and steel are considered as basic indus- 
tries of peace or as sinews of war, no greater pledge to a 
cooperative economic future, other than an unlimited one, 
could have been offered by France to her hereditary enemy, 
Germany, or by both to other countries of Europe. Italy, 
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Belgium, Holland and Luxembourg participated in bringing 
this offer about and closed with it when it was made. The 
unlimited or almost unlimited pledge of these six nations to 
economic union has followed. In this further extension of the 
idea of economic cooperation Italy has been a leader. The 
Common Market and Euratom treaties were, with good reason, 
signed in Rome. 

The Common Market is of the utmost significance for pro- 
gress toward the economic integration of Western Europe. 
However, we must not overlook the companion treaty EURA- 
TOM which provides the basis for a large-scale common effort 
for peaceful development of nuclear resources. Western 
Europe needs vast amounts of energy to sustain her economic 
growth, to realize the potential of the Common Market and 
to assure her rightful place in the Free World. The EURA- 
TOM Treaty is a testimonial to the conviction of the six 
nations that together they can accomplish more and accom- 
plish it more quickly than would be possible in the purely 
national sphere. It is a happy circumstance that the new field 
of atomic power—a field unfettered by centuries-old disputes 
and prejudices—has been chosen as a step toward creation of 
the new Europe. 

Tomorrow in Brussels, the United States and EURATOM 
will sign an historic agreement providing for cooperation in 
the development of atomic power and research for civil uses. 
The agreement envisages establishment of new power re- 
sources of one million kilowatts in Western Europe within the 
next few years. This joint program will bring the United 
States tangible benefits in priceless scientific knowledge and 
experience while directly helping our partners across the At- 
lantic in their great new venture. 

With respect to these two six-nation treaties, considerable 
progress has already been made in translating paper commit- 
ments into living institutions. This first year of operation has 
of course been largely devoted to organizing the necessary 
governing bodies, defining basic problems, and taking the first 
steps toward the ultimate freedom of trade and unification 
of economic policy. The new European Parliamentary As- 
sembly, which serves as the common legislative body for the 
three six-nation communities (Coal and Steel Community, 
Common Market, and Euratom) met for the first time in 
March of this year. It has convened several times since then, 
including a session that was called last month. These sessions 
have been highly successful, and have given an impressive 
demonstration that the body can act as a European Parliament 
and not simply as an assembly of delegates representing six 
separate states. 

A new Court of Justice, also designed to serve the three 
communities in common, was constituted last July. 

In the meantime, the executive authority of the Common 
Market, the Commission, has already begun to deal with im- 
portant matters—notably the problem of relations between 
the Common Market and trading nations in other parts of 
the world. It is significant that the Commission has already 
begun to use its powers of initiative and recommendation in 
a way which keeps the common interest rather than national 
interests in the forefront. 

You might ask what this bold new Common Market will 
mean for United States trade and economic interests. First of 
all, it will mean change—changed competitive conditions, 
and changes in trade patterns. Secondly, it will mean oppor- 
tunities. If the Common Market plans are fulfilled, the result- 
ing increase in European incomes and production levels can 
scarcely fail to result in a long-run increase in European im- 
ports from other parts of the world. Moreover, the existence 
of a single, unified market in Western Europe will provide 
important opportunities for investment of American private 
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capital in cooperation with our friends abroad. Finally, the 
European Common Market will mean certain problems for 
some exporters in other parts of the world. Problems of ad 
justment are inevitable in any undertaking to bring about 
such profound changes. 

Fortunately there are several circumstances which should 
ease the burden of any necessary adjustments. The General 
Agreement on Tariffs and Trade (GATT) is presently 
discussing means of dealing with specific concerns others 
might have in connection with the Common Market. The fact 
that tariff changes in the Common Market will come gradually 
over a 12 to 15-year period will in itself ease the problems 
of adjustment for other countries. Moreover, the United States 
has recently proposed negotiations with the Common Market 
which would lead to a reciprocal reduction of tariff barriers. 
All of the considerations just outlined lie behind our view 
that the Common Market will be a positive force for increased 
world trade. 

Almost before the six nations had gotten well into prob 
lems of the Common Market, they, together with eleven othe 
Western European nations began to study possibilities of 
building a broad free trade area on the foundation of the 
Common Market. The lively discussion of this possibility has 
tended recently to overshadow to some degree the steady 
progress being made by the six pioneer countries in the thre« 
communities already in existence. Substantial achievements 
have been made in getting ready for the step-by-step tariff 
reductions and in moving toward the elements of a common 
agricultural and commercial policies. 

In addition, the European Investment Bank, provided by 
the Common Market treaty to facilitate economic growth 
within the community, was organized by May of this year 
It is now in a position to begin lending activities designed to 
further the policies commonly agreed upon. 

This, I submit, is a significant record of achievement in 
itself. Moreover, success of the Common Market is both a 
stimulus and a prerequisite to the successful conclusion of 
any plan for broader association. 

Negotiations for a seventeen-nation Free Trade Area were 
begun when a number of European countries realized the 
potential advantages of a larger trading area but were unable 
to accept the idea of a common external tariff as contemplated 
by the Common Market. Hence the proposal currently unde: 
discussion envisions freedom of trade among the seventeen 
nations themselves, but provides that each nation would b« 
free to set its own tariff policy outside the area. 

It may not be easy to reconcile these two concepts. But 
the important fact is that the effort is being vigorously pur- 
sued, that the discussions are proceeding, and that men of 
good will are moving on a multi-national basis toward re 
moval of trade barriers and the creation of even closer and 
more intimate economic cooperation in Western Europe 

What has already been accomplished in a little more than 
ten years is a heartening cause for optimism. 

Tracing its development step by step, through the OEEC, 
the ECSC, NATO, Euratom and the Common Market we 
find little cause for surprise in the transformation of wartime 
ally, co-belligerent and enemy into today’s Europe of economic 
union and Atlantic Alliance. It seems the logical outcome of 
logical policies. But a logical principle which cas bring about 
so profound a change in so brief a time deserves to be iden- 
tified and considered in all its implications. 

The principle we have seen in operation in Europe in the 
last decade is the international application of economic means 
to the solution of political problems. 

There is nothing new in the recognition of these problems 
as basically economic, or at least partly so. What Hitler really 
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ught nobody will ever know, but his rallying cry was 
Lebensraum. The war lords of Japan cozened her citizens 
and her victims with visions of a Greater East Asia Co- 
Prosperity Sphere. The Communists today tell the workers 
they have economic chains to lose. Yet in all history only the 
lemocratic West has thought to tell the workers, the citizens 
and the nations to lose their chains and gain their ends by 
economic means. This is, I believe, the true revolution of the 

Oth Century. 

The accepted means of meeting foreign policy problems, 
until recent years, have been at least in name other than 

conomic. War and political intrigue have been the most 
common. Henri IV of France sought a remedy for financial 
difficulty in marriage with an Italian princess, Marie de’Medici. 
(he marriage agreement called for delivery of the bride, with 
lowry, f.o.b. Marseilles. In an earlier century another Henry, 
the Fifth of England, consolidated and confirmed a military 
victory over France by marrying its princess, Katherine. 

War, intrigue and royal marriage—these have been the 
traditional instruments of national policy in international 
affairs. The effectiveness of the third means disappeared with 
the rise of constitutional monarchies and republics. With the 
idvent of nuclear weapons unlimited war has become so 
plainly suicidal we may hope even the Kremlin is sincere in 
professing to want to avoid it. The unprofitability of all kinds 
of war and intrigue, it is our task to prove today. 

The first answer to the Communists’ aggressive policy is 
he one the Free World has made—defensive forces employed 
to beat back active aggression where it has been attempted, 
as in Korea; defensive forces committed to deter potential 
aggression as in Europe and Southeast Asia. In the Middle 
East the United States has taken steps to counter the possibility 
‘f Communist aggression, direct or indirect. 

These are necessary but not sufficient replies to reactionary 
Communism. It is a striking fact that the Communists them- 
selves, frustrated by the defensive strength of the Free World, 
have increasingly turned to the use of economic penetration 
as an instrurnent of policy. The Free World should welcome 
the opportunity to meet them on this ground. I should be 
very much surprised if the free institutions of the West, 


strengthened by such measures as I have been discussing today, 
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should prove unable to stimulate economic growth and rising 
levels of life more convincingly than can the heavy handed 
methods of Soviet Communism. In this kind of contest, I am 
deeply convinced that all the advantages lie with us. It is 
heartening that our friends in Europe have given anew the 
demonstration that they can rise above narrow national in- 
terests and can fashion economic policies which are increas- 
ingly effective instruments of political solidarity and strength. 

The true expression of the West's new philosophy is to be 
found not where the West speaks to Communist reaction in 
terms it can understand, but where the peoples of the West 
speak to one another in the newly learned language of trust 
and friendship. Such an expression is the Common Market 
treaty. It is a pure testament of belief that the well-being 
Europe has failed to win in centuries of conflict can be won in 
concert. 

In this connection, I believe it is important that the United 
States has demonstrated its continued leadership in the field 
of foreign trade policy. The European economic community 
and, indeed, the whole free world regard the renewal of the 
United States trade agreements legislation and the authority 
of the United States to engage in further reciprocal tariff 
negotiations as an indication of the extent to which the United 
States will maintain its liberal trade policy. 

I think we also owe them and the world, the duty of con- 
tinuing to explore the uses of an economic approach to 
foreign policy as energetically as the nations of Europe are 
exploring it in their relations among themselves. The demon- 
stration that economic problems can be called economic, and 
that free nations can solve them by working freely together, 
for the first time offers real hope of peace and progress to 
humanity. 

Hope is a new weapon against which the Iron Curtain can 
no more stand than a medieval fortress could stand against 
gun-powder. Already Western Europe’s progress is exercising 
a visible attraction toward freedom within Soviet Russia's 
European empire. In our defensive and political alliances we 
have found the power to hold aggression in check. By con- 
tinuing to use economic means wisely to increase the total of 
hope in the world, we can create the power we need to set 
men free. 


Education For The Future 


DEALING EFFECTIVELY WITH OUR PROSPECTIVE NEEDS 
By PRESIDENT GRAYSON KIRK of Columbia Unwersity, New York City 


Delivered at the 75th Anniversary Convocation of the University of North Dakota, Grand Forks, North Dakota, 
November 8, 1958 


NNIVERSARY CELEBRATIONS always possess for 
most of us a fascination that goes beyond the mere 
ceremonial observance of a milestone attained. Children 

look forward to them eagerly because their thirst for life is 
great. Adults accept them philosophically, regretting the ever- 
swifter passage of the years. Perhaps the wisest of all are 
our charming ladies who sometimes deny stoutly that they 
xist at all. 

An anniversary in the life of an institution is quite different. 
Unlike human beings, an institution invariably takes pride in 
he attainment of age. For this, there are many and good 
reasons. An institution reaches mature age only if it has been 
soundly conceived, if it has enjoyed able leadership, the 
loyal cooperation of many persons and groups, and if it has 
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ontinued to become increasingly important to the welfare 
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of the society it serves. When such an institution celebrates 
an important milestone in its history—as the University of 
North Dakota does today—it should take a proper pride in 
the fact that it has met the never-ending challenges of time. 
By virtue of its existence generations of young men and 
women of this great region have been enabled to achieve 
richer, fuller, and more productive lives than they otherwise 
could have had. It is fitting, on such an anniversary, that all 
men and women who believe deeply in the importance of 
higher education should bring their tribute, not only to those 
who currently guide the affairs of the University, but also to 
the memory of those faculty members, trustees, and ad- 
ministrators of the past years, the men and women who 
through sacrifice and hardship built the institution whose 
attainments we now note with such satisfaction. For all 
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GRAYSON KIRK 


alumni, faculty, students, and friends of the University, this 
should be a happy time of fulfillment and promise. 

The word, “promise”, was used because an institutional 
birthday is a proper occasion not merely to review accomplish- 
ments but to consider carefully what ought to be done in the 
years ahead, to the end that succeeding anniversaries may 
mark even greater accomplishment and richer hopes. A 
university's voyage in time may be endless, but it cannot 
afford to drift with the winds and tides of circumstance; it 
must have a planned course and definite objectives. To some 
of these considerations, we may now appropriately turn. 

In these days we are approaching another turning-point in 
the history of American education. Though this statement 
applies to education at all levels, it applies with particular 
force to higher education and the role of the university. 
Because we are in the midst of much confusion and con- 
troversy, we ought to note carefully where we stand at the 
moment, and we ought to give our best thought to the 
direction we may take. If we fail to do so in these critical 
years, we might bring on a national disaster. There is no 
greater delusion than the belief that opportunity always knocks 
twice. Also, we should remember that good intentions are a 
poor substitute for clear thinking. 

In the first period of our history, higher education was 
widely considered to be appropriate and necessary for only a 
small elite group of young men in each generation. I say, 
“men”, because it was considered doubtful that women could 
be educated even if the effort were made. For the young 
gentleman of family and means, higher education was an 
ornament to be worn as a part of his destined station in 
society. For professional purposes, higher education in the 
liberal arts was important chiefly to men who planned to 
enter the Christian ministry and to those who themselves 
planned to teach others. Men entered the study of all other 
professions, such as law and medicine, directly from a 
secondary school education. 

The education given in this first period was classical in 
the traditional European sense of the term. Students were 
taught to read the Greek and Latin authors and they studied 
some ancient history and philosophy, but they learned little 
indeed of the world about them. If we are to believe what 
the students themselves said about their education, they were 
not well taught; they were expected to gain knowledge through 
rote memory. There is abundant evidence that many, perhaps 
a majority, of the students of the time doubted that the in- 
tellectual harvest of their student years adequately repaid the 
time and effort involved. 

This first period drew to a close after the time of the Civil 
War. Vast new forces were at work in the nation and the 
world, and there was a growing conviction that they could 
not be dealt with by the educational methods and objectives 
of the past. One of these forces was the growing popular 
conviction that some kind of higher education ought to be 
made available to a much larger group of young people in 
each generation. Our new European immigrants brought with 
them the belief that higher education was the best means 
whereby their children could rise to a higher place in society 
than they, themselves, had occupied. In the newer states, 
particularly, it was agreed that public authorities should 
provide these educational opportunities to supplement those 
already available through private and church-supported in- 
stitutions. I note, for example, that this institution was 
founded six years before the territory became a state. Such 
was the pattern of the American West. 

This second period in our educational history was marked 
also by the emergence of new views about the kind of edu- 
cation that ought to be provided. There was no clean-cut 


119 


break from the past, but there was a new emphasis on 
“practical” education. The classics gradually were pushed to 
one side in order to make room for agriculture, veterinary 
medicine, mining, engineering, home economics, and the 
like. The new education was to be utilitarian. A young man 
could put it to good and immediate use in order to increase 
his earning power and to gain material success in his chosen 
vocation. Since the liberal arts were not “practical” in this 
sense, they were widely regarded as a cultural ornament to 
decorate, if time permitted, the facade of the building the 
young man strove to erect for himself. 

In time, of course, this new attitude filtered down to our 
public secondary schools. Since the majority of our high 
school graduates did not go on to any college, it seemed to 
be but common sense to make the high school curriculum 
more practical, and to divorce it from its tradition-inspired 
goal of preparing young people for college. Gradually, the 
“hard” courses dwindled and were replaced by classes in 
cooking, automobile driving, manual training, and others of 
a like vocational content. 

This trend burst into full maturity when the educationists 
began to tell parents and students that the purpose of 
secondary education was to adjust the individual student to 
society and to equip him with certain manual skills. And so, 
athletic and recreational facilities multiplied faster than 
libraries and laboratories. Our people were deluded or they 
deluded themselves, into the false belief that all our country 
really needed was an easy, simple, painless, eminently practical 
education. 

Our people were content with this new approach becaus« 
they had little respect for the education of the past. Also, our 
experience of opening up a new continent had placed a 
premium on certain practical skills; ic had given us a standard 
of values in which the self-made man, who achieved powe: 
and wealth without education, was our greatest national hero 
If wealth and power were the criteria of success, then educa- 
tion could not be really important when so many of those 
who were most successful had made their way without it. 

And yet, there was still the other side of the coin, the one 
which reflected the perennial American dream of education 
for all. And so it was that many a self-made man left his 
entire fortune to found a college or university. Our value 
standards were confused and conflicting, and we resolved the 
conflict by deciding that education was wonderful provided 
it was practical and provided it did not interfere too much 
with the social activities and the sports of our youth. 

This last sentence is, of course, an over-statement, bur we 
cannot in honesty deny that it contains a large kernel of 
truth. The mere fact that we are uncomfortable about it is 
in itself an indication that this second period of our educa 
tional history is fast drawing to a close. The first period 
came to a close about the time this University was founded 
The second period now draws to an end for the same reasons 
namely the conviction that what we have is simply not good 
enough to meet the needs of the present, much less the 
approaching future. 

In a world where our social, political, and economic values 
are being challenged by a ruthless and clever opponent of 
immense material strength, we can protect ourselves and our 
institutions only if we have intellectual resources at least as 
great as those in the Communist world. In a world torn by 
the most profound revolutionary movements of centuries 
we can preserve our values and cause others to respect and 
follow them, only if we are intellectually prepared to cope 
with every facet of the problem before us. In a time when 
the innermost secrets of mature are being revealed to man 
we can safeguard ourselves from their dangers only if we 
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inderstand these secrets and what steps are mecessary to 
ister them for the service and not the destruction of man- 
id. In a time when our own society has become increasingly 

ndustrial and urban, we can deal effectively with the changed 


iionships of the individual to government only if we 
know what is taking place and how to direct the forces of 

inge so as to retain those principles which we have always 

garded as essential to a healthy, democratic society. 

Our educational system is not now good enough to enable 

» face these great issues with assurance of success. Our 
em, thereiore, is to examine what it is that we must do 
n this third period of our educational history in order to 
il effectively with our prospective needs. The situation is 
of some urgency; and it will not be solved merely by 
suming that everything will turn out all right in the end. 
\s a people, we must decide what it is we need and we must 
be prepared to make any necessary sacrifices. 

In my judgment, the first need is to toughen our secondary 
chool curriculum. No boy or girl should have a high-school 
liploma unless he or she can write simple English sentences 
properly punctuated and composed of words properly spelled. 
An effective command of the English language should be an 
ibsolute requirement for admission to any college, and no 

lege should waste its valuable time with work in remedial 
English. Further, | would insist that every high-school graduate 

ould have a reasonable working knowledge of one foreign 
language. Our nation needs far more men and women who 
re competent to use foreign languages. We are enormously 
capped in this respect at the present time, and we are 
,andicapped just at a period in our history when our political, 
military, industrial, and financial dealings with the other 
peoples of the world have reached vast and significant propor- 
tions. Moreover, I would justify this requirement on educa- 
tional grounds alone even for those people who never will 
enter any foreign dealings in any field. To be able to view 
the — through the language of another people is one of 

e greatest educational assets anyone can command. 

Other basic high-school requirements ought to be mathe- 
matics, history, and an understanding of modern science. Time 
prevents me from discussing them in detail. If it is argued 
that such a core curriculum is really a return to emphasis upon 
ollege preparation, and at a time when more than half of 
ur high-school students still do not go on to college, I would 
that in my judgment those who do not go on to 
ollege will gain more valuable education from a curriculum 
i this kind than they will from the courses of low educa- 
tional content that today make a hodgepodge of trivia in 
many high schools. This situation has come about because of 
misguided educational leadership and parental indifference. 
[he parents can correct it if they will. They will find warm 
ooperation from many a teacher who would like nothing 
better than to have an opportunity to teach something of 
substance and significance. With that cooperation, proper 

indards and requirements of student achievement can be 


merely reply 


t back in our schools. 

Next, I would limit college admission to those applicants 
who show genuine promise of being able to benefit from the 
xperience. Many young people seek to go to college for 
asons that have little or nothing to do with education. It 
s not undemocratic to say that even a university which is 
publicly supported should have the right to concentrate its 
esources upon students who show genuine intellectual 
promise. It is a wasteful and psychologically damaging process 
a university to accept all high-school graduates and 


then to send nearly half of them home as failures after a 


[CO require 


semester Or a year 


Ir is true, of course, that there is a middle group of high 
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school graduates who must not be disregarded. These do not 
have the obvious promise of the top group, but they could 
profit from further education, and they might be stimulated 
by it to become first-rate college material. For this group the 
ideal arrangement would be a junior college. Those who did 
develop in a promising fashion could transfer to a four-year 
college at the end of the two years, and those who did not 
would have had a useful experience to supplement high school. 
If such junior colleges were widely available, they might con- 
stitute the regular path to college for all except those high- 
school graduates who were so outstanding that they would 
profit by immediate college admission. 

Let us assume, then, that all our four-year colleges of the 
future are to have rigid admission standards. The money de- 
rived from private benefaction or the public treasury will be 
used for the education of those with substantial intellectual 
interests and not for those who have gone to college to play 
football or to find a husband. The next question is: What 
should the college attempt to do for these students? 

The world of the future will be immensely complex, and 
those who are to be its leaders, as well as those who are 
merely to be intelligent citizens in a democratic society, will 
have need of far more education than at the present time. No 
matter how much we may be able to improve our high 
schools, they will not be able to give our future leaders 
enough of a broad educational base on which to build pro- 
fessional specialization. Therefore, most of the college peri- 
od must be given over to a carefully integrated program of 
liberal arts. I use the words, “carefully integrated”, because I 
believe in the values of General Education, and I would 
insist that the first two years be devoted to broad, required 
courses which attempt to widen the understanding of the 
student and to equip him to deal intelligently with the institu- 
tions and the issues of the world in which he is to live and 
work. 

During the last two years the student can begin to narrow 
his interests if he has begun to develop any by that time, but, 
even so, he should be permitted only a moderate degree of 
concentration. True specialization must come later in the 
professional school of his choice. 

Such a program ought to give our college graduates a defin- 
ite advantage over those who live in a Communist society 
where specialization begins earlier. As you undoubtedly know, 
students in the Soviet Union begin complete specialization 
as soon as they have completed the ten-year school. In a 
Russian university those who have been fortunate enough to 
be admitted will start professional training at once. This pro- 
gram will, and does, produce great technical proficiency, but 
its graduates ought to be less well equipped for leadership 
than those in a democratic society who have built upon a 
broader intellectual base. If we are wrong about this, then 
we are wrong about many other premises of democracy as 
we understand it. 

At this point you may say that I am proposing an overly 
long educational program, one which will keep the profes- 
sional student in the university until he is in his late twenties. 
In my judgment, this problem, which is important, ought to 
be solved not by narrowing the base of education but by 
making every effort to make professional education more 
efficient and more meaningful to the student. In modern 
times there has been an enormous expansion of every major 
field of human knowledge. No professional school program 
can possibly teach any student everything he needs to know 
about medicine, law, engineering, or anything else. This ex- 
pansion is certain to continue, and probably at a accelerating 
pace. Therefore, we must give up our past efforts to meet this 
problem by adding courses and requirements for our pro- 
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fessional degrees. We must see to it that the student is given 
the most significant basic knowledge, that he is led to develop 
techniques of study, that he is made aware of the relationship 
of his field to others. 

Let me illustrate what I mean by reference to the Ph.D. 
which is both a professional and a non-professional graduate 
degree. Here, the great barrier as far as student time is con- 
cerned is the dissertation. It is defined everywhere as an orig- 
inal contribution to human knowledge, and many young 
men put in years of dreary drudgery upon a subject that is of 
little or no significance to anyone. Few dissertations do con- 
tribute anything of value to the sum-total of human knowl- 
edge; the young man is not ready to make a major contribu- 
tion, and he may not be ready until he is a mature scholar 
some years hence. Would it not be better if we were to re- 
gard the dissertation merely as a trial-run in scholarship, 
giving satisfactory evidence that the student can do competent 
research on an assigned topic, and that he can write his con- 
clusions in clear, effective English? If we agreed upon this, 
we could shorten the doctorate time, and we would lose 
nothing of importance. 

All talk about education runs the risk of being either 
overly specific and technical—which will be dull to most 


121 


listeners—or overly generalized—which sometimes appears 
more significant than it is. Even Emerson with his customary 
incisiveness once remarked that “A treatise on education 
affects us with slight paralysis and a certain yawning of the 
jaws.” This, I suspect, is not so much the fault of education 
as it is of those who talk about it. Actually, it is, or ought to 
be, the most exciting experience of our lives. Nothing can 
compare with the priceless opportunity to learn more of the 
world about us, to become familiar with the lives and 
thoughts of men and women in past centuries and in other 
civilizations, to be even a minute and momentary participant 
in the long struggle of men to emancipate themselves from 
ignorance and savagery. 

A university can do only a small part of the task, but its 
part is indispensable. With support, guidance, and encourage- 
ment from the public, our universities can provide the best 
assurance men have devised that our young people will gain, 
not only the technical skills they need, but also a sense of 
high privilege over the opportunity to share in mankind's 
greatest enterprise, the liberation and enlightenment of the 
human spirit. This is the task of your university as it is of 
mine. Let us work together toward its achievement. 


Automation and the Problems 
of Management 


PROGRESS IN HUMAN OCCUPATION MUST ACCOMPANY PROGRESS IN MACHINE TECHNOLOGY 
By CLARENCE H. THAYER, Vice President in Charge of Manufacturing, Sun Oil Company, Philadelphia, Pennsylvania 


Delivered before the Wilmington Chapter, Society for the Advancement of Management, Wilmington, Delaware, 
October 14, 1958 


HANK YOU, Mr. Chairman. Good evening gentlemen. 

It has been said a speaker is deeply indebted to his 

audience for the privilege they have given him to 
speak; and that the best expression of his gratitude is a good 
speech. In lieu thereof let me express my gratitude now so I 
will not later be thought unappreciative of this opportunity 
to be with you this evening. 

Mr. Cunningham suggested I talk on the subject of automa- 
tion and the problems of management. As I tried to collect 
my thoughts, I began to realize more and more that the 
subject covers an extremely wide scope. It has been difficult 
to narrow the field to a point where I will not be accused of 
conducting a filibuster. 

First let me say I was unable to find the word automation 
Or automate in my office copies of either Webster's New 
International unabridged or Webster’s New Collegiate dic- 
tionaries. Since Mr. Cunningham didn’t give me his definition 
I felt free to use my own. So that we are all running on the 
same track, let’s tonight consider the meaning in the broad 
sense of advanced mechanization or means by which man 
uses equipment and tools to accomplish more. 

With increasing taxes, government control, inflation and 
resulting higher costs, sometimes it seems that no matter 
how hard we try to accomplish more, we shall never get 
ahead. In those moments we may yearn for an earlier time 
when automation was nature’s automation—uncomplicated and 
automatic. I recall reading an old verse that seems relative 
to this. 

Old horse, you are a wonderful thing— 
You start yourself, no clutch to slip, 


No spark to miss, no gears to strip; 
No license buying every year 

With plates to screw on front and rear; 
No gas bills climbing up each day, 
Stealing the joy of life away; 

No speed cops chugging in the rear; 
Yelling summons in your ear; 

Your inner tubes are all okay, 

And, Thank the Lord, they stay that way; 
Your spark plugs never miss and fuss, 
Your motor never makes us cuss; 

Your frame is good for many a mile, 
Your body never changes style; 

Your wants are few and easy met. 
You've something on the auto yet. 


There is a little nostalgia in that—and I think nostalgia is a 
part of the make-up of all of us. But the attacks that have been 
made on automation are grounded in far more than a nostalgic 
base. Management should recognize that automation has 
enemies. 

Leon Keyserling, when chairman of President Truman's 
Council of Economic Advisers, recommended large doses of 
government spending—that is, inflation—to combat automa- 
tion and technology which he said would greatly increase 
“hard core” unemployment. 

Walter Reuther warned that push-button factory pro- 
duction threatens the nation with mass unemployment. 

Reuther’s predecessor, Philip Murray, proposed Congres- 
sional regulation of the introduction of large technological 
changes. 
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| have mentioned only a few examples of a point of view 
that has had the effect of poisoning the thinking of many 
working men, encouraging them to oppose technological 
progress. Not enough has been done by management to 
refute these false notions, and I am going to talk about this 
lereliction later. 

In spite of this opposition but assuming our free competitive 
system remains with us, there are many factors which make 
1uromation at an increasing rate inevitable. Some companies 
will forge ahead as a result of automation. Others, not realiz- 
ng its potentiality and inevitability, will fall by the wayside. 
The consumers, the workers and their families will profit 
from automation in a tremendous way. Channing Pollock once 
“150 years ago a group of gentlemen got 
together and wrote a document called the Declaration of 
Independence. It set the world on fire. Suddenly the human 
being was free. Suddenly man ceased to be a pawn of the 
State. Suddenly he realized he was captain of his soul, and 
mankind made more material progress in the following 150 
years than in the 5000 years before.” 

If our free enterprise continues, progress will continue. 
| emphasize the if because that, too, is a matter which should 
concern us, and I will have something to say on that subject 

lso before I finish. 

What are management's problems in relation to automa- 
tion? Probably a million words could be written on this 
subject, and I know you are anxious to hear every one of 
hem. But not tonight. So I shall talk only about those which 
seem of greatest significance to me. In so doing I plan to 
outline to you the approach we are taking to those problems 
in the hope that you might find that of interest. 

First, I will brush aside as relatively easy the problem of 
designing an automation system, or even of designing and 
building an automated plant, mew from the ground up. If 
management’s problems in relation to automation only con- 
cerned the designing of a new system or the building of a 
new plant, we would have fewer speeches on the subject of 
automation and management problems would be comparatively 
simple. 

The significant problems begin in connection with applica- 
tion of the system in a manner that the competitive and 
economic objective of its installation is realized. 

For example, I believe it is a simple matter to be con- 
vinced that you need an electronic computer in your business, 
but I'm sure many who have bought or rented them have 
found it is not easy to put them to work efficiently and 
profitably in your existing organization. I am reminded of 
the time a large oil company built a gasoline pipe line from 
Kansas to Chicago. It was back in the Thirties. When the line 
was completed, it happened that gasoline was glutting the 
market in the Chicago area and the line sat idle for what was 
undoubtedly one embarrassing week after another. At the 
same time, there was something of 7 meat shortage in 
Chicago—probably the result of the } ‘‘ling-the-little-pigs- 
program of the New Deal. Out of this combined situation, a 
writer for a national trade magazine derived an inspiration. 
He wrote an article complimenting the company on its fore- 
sightedness in building the pipe line at that particular time. 
Obviously, he said, the purpose of the pipe line is to ship 
Kansas jackrabbits to Chicago, ending the New Deal meat 
shortage. The writer calculated that with the multiplication 
which would take place during the trip, jackrabbits would 
hop out of the Chicago end of the line in such profusion as 
to make the jackrabbit operation much more profitable than 
the shipment of gasoline. 

Such a handy alternative may not be always available to 
some of us who introduce automation into a particular situa- 


pointed out 
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tion only to discover that we haven't been careful enough 
with our arithmetic. 

Obviously, the first requirement for the successful applica- 
tion of automation is a potential economic gain exceeding the 
cost, or perhaps the disruption, generated by its introduction. 
Reason tells us that we wouldn't put a $50,000 computer to 
work regulating a liquid level, unless of course it had some- 
thing to do with the atom, but reason is not always as in- 
sistently clear in some of the operations that tempt the 
mechanical genius of the engineer. Rube Goldberg had a great 
talent for inventing marvelously automated machines, but so 
far as I know his machines contributed nothing to production 
whatever. 

The second requirement is that the economic gain from 
automation must not exist only in theory, but must be 
capable of attainment in fact. Here we encounter the truly 
difficule management problems to which I shall devote the 
major part of my remarks. 

The plain fact is that automation cannot ordinarily be 
simply superimposed upon an existing organization. Or per- 
haps I should say it can be, but the result would most often 
consist only of higher costs with no offsetting advantages. 

Designing and creating an organization compatible with 
an automation system can be accomplished most easily when 
the organization and the system are combined in a brand new 
plant. But for reasons which I shall discuss, the easy jobs will 
be coming along less frequently, and the much more difficult 
job of designing systems and organizations and fitting them 
into existing plants will be forced upon us increasingly. 

In either instance, management is confronted with human 
nature and its resistance to change, with rigidities encouraged 
by labor unions, and with an appalling lack of understanding 
of the great contribution to better living for all of us which 
automation is capable of providing. 

Man is a complex being. He has been described by a Gen- 
eral Motors engineer as “a complete, self-contained, totally 
enclosed power plant available in a variety of sizes and re- 
producible in quantity. 

“He is relatively long-lived,” the engineer goes on, “has 
most major components in duplicate, and science is making 
rapid strides toward solving the spare parts problem. He is 
water-proof; amphibious, operates on a wide variety of fuels; 
enjoys thermostatic controlled temperature, circulating fluid 
heat, evaporative cooling; has sealed, lubricated bearings, 
audio and optional direction and range finders, sound and 
sight recording, audio and visual communication, and is 
equipped with an autome-ic control called a brain.” Thus 
ends his description. 

I would add that man also has a soul, which makes him 
equal in the eyes of his Creator with every other man, and 
entitles him to consideration by ali men as a free individual. 
Both his brains—which he is capable of exercising to a 
greater degree than he is often challenged to do in industry 
today-—and his individuality must be considered by manage- 
ment in organization and job assignment as we seek to create 
conditions that improve his productivity and his opportunity. 

We sought to do this when in 1952 the Sun organization 
commenced construction of a small oil refinery at Sarnia, 
Ontario, to supply our rapidly growing Canadian market. The 
design capacity was 15,000 barrels a day, and because of this 
extremely small capacity we were faced with extraordinary 
demands for economy in order to be able to operate competi- 
tively with larger refineries. We believed that by a high 
degree of automation, coupled with an organization to match, 
we could keep out of trouble on costs. So the designing of 
the processing units and controls was accompanied by the 
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designing of a staffing plan, later to become known as the 
“Sarnia Plan.” 

Physically, the refinery was laid out so that a single crew 
working as a unit could operate and control the entire re- 
finery from one spot. 

From an organization standpoint, we broke with just about 
every practice and tradition that had grown up in the oil 
refiaing industry—and perhaps I need not point out, had 
grown up under conditions vastly different from those which 
exist today. We struck out on a new approach. Only with the 
complete and willing cooperation of all employees, working 
with management as a unit, could the plan succeed. 

In this refinery, all the men except the accountants and lab 
technicians are part of a single operating team. There is only 
one department—the Operating Department. The men were 
trained somewhat as the crew of a submarine, in that every 
man can fill almost any breach. They are not concerned 
whether someone is doing their work, or whether they are 
doing someone else’s work. Their interest lies, as a team, in 
keeping the refinery in operation. All of the operating work 
is their work. 

There are ten on each shift. They run the entire refinery, 
including crude distillation, catalytic cracking and reforming, 
product testing, blending and shipping of products, and the 
utilities. 

You might ask, “How do you get the operators to do all 
that work?” First of all, I should point out that none of them 
is overworked. Your question would really mean, “How do 
you get the operators to do all those different kinds of work?” 
and you would ask because you are conscious of the rigid 
divisions of labor craft lines that are more normally encoun- 
tered in industry today. Here, I believe, are the essentials: 

First, the personnel for this new refinery were carefully 
selected. Previous refinery experience was not a requisite. We 
were more interested in basic intelligence, vision and drive. 

Second, at Sarnia we provided a scheme which we thought 
would appeal to good, conscientious people with a reasonable 
amount of ambition. Every employe is on the salary payroll; 
there are no hourly workers. As is the case with most salaried 
jobs, there is a salary range for each classification so that a 
man can move up in salary without necessarily being promoted. 
In other words, it is a merit system. 

In most of industry, a new appointee to a particular classi- 
fication draws the same hourly wage as a man with say 20 
years’ experience in that classification. At Sarnia, the employe 
of long service will undoubtedly be at or near the top of his 
salary bracket and a new man with less experience will come 
in at the bottom of the bracket. We know that this is a factor 
in employe satisfaction because it recognizes experience and 
knowledge. Moreover, the merit system provides an oppor- 
tunity to reward exceptional performance. 

Third, we do not draw a line between supervision and 
non-supervision. At Sarnia each employe has on the average 
under his control about a quarter of a million dollars worth 
of equipment, and since he in effect supervises this equipment 
each employe could well be classed as a supervisor. In the 
United States the law would not permit this—it would be re- 
garded as a subterfuge to get around the wage and hour 
requirements particularly as regards overtime payments. 

Fourth, in the Sarnia Plan we sought to recognize the 
dignity of man. We coined a completely new set of job titles. 
There are no “second class” or “third class” or “fourth class” 
people. There are no “helpers” and no “assistants.” There are 
no “trainees” and no “janitors” and for that matter no “fore- 
men.” Since the employes at Sarnia have a wider scope of 
responsibility, the new titles they carry are not just empty 
words, and we believe the titles have some importance to the 
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men—although probably not as much as the salary rate itself 
or the merit increase system. 

I have talked about the operators at Sarnia. Maintenance of 
the refinery is handled by an outside contractor. If we at- 
tempted to do our own maintenance work, there would always 
be either a feast or a famine in manpower because of the re 
finery’s small size. The contractor, on the other hand, balances 
his employment by supplying maintenance people to a number 
of various plants in the Sarnia area. The refinery calls in each 
day the number of men needed for the maintenance work 
involved. 

The Sarnia Refinery has been operating very successfully 
for five years. During this time there have been additions to 
the plant and changes in organization. They have proceeded 
without a hitch. Two years ago a chemical company with 
whom we cooperated began operating at Sarnia with a similat 
personnel arrangement. More recently this company has begun 
operation of a new plant using the same plan in California. 
They, as we, are highly pleased and particularly so since the 
men themselves have maintained their enthusiasm. 

Now, as I pointed out earlier, it is easier to design an auto- 
mation system and an organization that release the full poten- 
tial of man and machine when you are dealing with a brand 
new plant. All three plants using the Sarnia Plan started out 
new. The greater problem comes in introducing into existing 
plants the organizational changes that are necessary if auto 
mation is to pay for itself and return a profit. Yet it is this 
more difficult task that faces us increasingly in the future. 

I am not sure that management generally appreciates the 
enormity of the change that has taken place in the nature of 
its problem of producing capital for plant replacement and 
renewal. In the oil refining industry, with which I am familiar, 
the boast was frequently heard 25 years ago that technologica! 
progress was so rapid that new plants were obsolete in seven 
years. This may not have been wholly true but certainly in 
many instances it was. It was common for an oil company to 
write off cracking plants and the like in seven years. Then 
corporate taxes zoomed upward, accompanied by inflation. At 
the same time, the Internal Revenue Bureau, anxious to get 
its money as fast as possible, put the heat on corporations to 
amortize their plants at a slower rate. Today, instead of writ- 
ing off a cracking plant in seven years, an oil company is mor« 
likely to be required to accept a twelve-year or longer write- 
off 

I have calculated that with a given percentage of net profit 
reinvested, and taking into account the present level of cor- 
porate taxes and inflation as expressed in the construction 
cost index, a plant which formerly could be replaced every 
seven years without new capital must henceforth give about 
30 years of service. Obviously, this plant must be kept com- 
petitive with newly built plants during its entire physical life. 

We, in manufacturing, at Sun recognize this to be one 
of the major problems of our existence today. Unless condi- 
tions change, we see no escape for oil refiners from the neces- 
sity of constantly converting, altering and automating their 
plants to keep them operating competitively three to four 
times as long as they were accustomed to do 25 years ago 
Scrapping an old plant and building a new, improved onc 
may still make technical sense but it makes far less financial 
sense than once was the case. Along with almost constant 
changes in the physical plant needed to keep it competitive, 
changes in organization, personnel assignment and working 
conditions will be essential. There will have to be as much 
planning ahead for one as for the other. 

And more than planning will be involved. I mentioned 
earlier that in my opinion management has been derelict in 
its responsibility to communicate with and inform the work- 
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ing man. I will go further and state that I believe manage- 
ment’s greatest failure has been in the field of human relations. 
Some of the labor bosses have greatly advantaged themselves 
from this failure. We in industry are all guilty, to a greater 
or lesser degree, of being so preoccupied with the economics, 
the finances, the developments, the installations and efficient 
operation that we have often failed to take our employes into 
our full confidence. We have neglected to appreciate fully 
the need for obtaining the understanding of our employes of 
the new circumstances dictated by the problems swooping 
down upon us. We haven't talked enough about our plans 
and what they mean to employes. 

While some union leaders were busy persuading employes 
to resist every change, management in many plants permitted 
the problems to pile up until the accumulation of resulting 
ineficiency could be tolerated no longer. Then their came a 
labor upheaval, perhaps, or a complete shutdown or abandon- 
ment of a plant, or a reorganization in which hundreds or per- 
haps thousands of men were laid off. To me this reflects a 
previous—as well as current—failure of management and 
surely the working man deserves a better deal than that. 

In our Company, and I am sure in many others, our objec- 
tive is to keep our plants competitive, but in doing so intro- 
duce advances in systems and organization on a schedule 
planned to avoid disruption and hardship to personnel. In a 
mature plant such as our Marcus Hook Refinery, we expect 
to bring improvements in existing units into being at a rate 
that will match our declining manpower requirement with 
the normal reduction in employment occasioned by retire- 
ment and other ordinary causes. In other words, our goal is 
tO permit normal attrition to reduce the employment roll, and 
to time the installation of advanced methods to coincide ac- 
cordingly, thus avoiding lay-offs. Of course, we expect to 
create new opportunities for our people, and jobs for new 
people by the expansion of our business, necessitating new 
units and plants. We believe that in the right kind of an at- 
mosphere, assuming we can gain the understanding and co- 
operation of employes with our objectives, we should have a 
far greater opportunity to accomplish increased productivity 
than will those managements who are far apart from their 
employes and who are in almost constant strife with them. 

We look forward to constant change—in plants, organiza- 
tion, personnel assignment and working conditions as we seek 
to solve the problems imposed by new conditions such as I 
have outlined. Flexibility will be imperative. The continuous 
process of adaptation—by management, supervision and em- 
ployes alike—can be accomplished only through understand- 
ing, agreement and cooperation on the part of all parties con- 
cerned. We do not believe this is an impossible goal by any 
means, for surely men are not such fools as to want to cling 
stubbornly to antiquated ideas and methods that are demon- 
strably against their own best. interests 

I have discussed our approach to automation and organiza- 
tion in the new refinery at Sarnia. Now I shall turn to the 
course we are taking in the more difficult area of automation 
and reorganization in existing plants. 

The basic economic problem we face can be illustrated by 
in example. Several years ago we spent about $30 million at 
our Toledo, Ohio refinery to build some new units and to 
modernize others. The capacity of the refinery was increased 
from about 45,000 to 95,000 barrels a day. In addition to the 
increase in capacity, we obtained a better yield of higher- 
value products arid the quality of products was very con- 
siderably improved. 

After completion of the new units, there were about the 
same number of people on the payroll running 95,000 barrels 
a day as there had been when the refinery ran 45,000 barrels. 
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Of course, the new units were much more nearly automatic 
than their predecessors. We felt we had done a good job, and 
there was some tendency to look upon it as a completed job. 

Recently, however, one of our competitors, who was famil- 
iar with our Sarnia Refinery and its organization, completed 
construction of a new centralized plant with a capacity of 
about 60,000 barrels a day. His plant, we find, will operate 
with substantially less manpower per unit of capacity than we 
have at Toledo. In fact it matches our Sarnia refinery. Thus, 
it is clear that in a period of about seven years a competitive 
capability of just about doubling production per man em- 
ployed has become feasible. As long as this capability exists 
someone is going to take advantage of it, and that someone 
is likely to be a competitor. 

For the reasons I have already reviewed, it is not probable 
that the oil refining industry is going to be shaken up by the 
sudden construction of a large number of new, highly-auto- 
mated plants. As competitive as the oil industry is, it doesn’t 
take a lot of new plants to do the trick; just a few are enough 
to touch off the scramble. 

Of course, we may, ourselves, turn out to be one of the 
few, depending on the need and the funds available. But our 
primary objective is to bring our older plants up to a point 
of efficiency, through automation and reorganization, that will 
enable them to compete effectively with the new ones. To 
that end we have recently established within the Manufactur- 
ing Department an entirely new organization known as the 
Advanced Management and Methods Division. It is charged 
with responsibility for studying refinery operations, designing 
automation systems and the organization required to operate 
them, assisting in their installation, and, finally, conducting 
necessary evaluations of the results. The division consists of 
two sections, one dealing with the development and design 
of automation equipment and instrument engineering and 
installation, the other with the application of the automation 
and the required reorganization of supervision and personnel. 
This new division is working first on those situations where 
the greatest return can be made, but its general object is to 
place automation of existing plants in competition with con- 
struction of new plants or other means of cutting costs. The 
most effective method will get the capital. 

What we seek is to reduce operating costs to the level of a 
new refinery with an expenditure of relatively little in com- 
parison with the cost of a new plant. We will not necessarily 
reduce manpower to the requirements of a brand new refinery 
—such, in fact, may well be impossible. With lower fixed 
charges than would be involved if the improved plants were 
new at today’s prices, we can tolerate a larger payroll and 
still operate competitively. 

While we are organized for the task, and have plans and 
ideas, there is a lot of expectation, or hope, in the objectives 
I have described. Our program is only months old at this 
time. One of its early projects is a major installation of a 
remote-control tank gauging device. These devices, linked to 
a computer, provide information in two hours that normally 
requires from ten hours to 15 days. Meanwhile, a great deal 
of experimentation has taken place in other areas of quantity 
control, quality control, and plant efficiency. 

Our greatest difficulty, as I am sure will be true in the case 
of all manufacturers, will come in winning employe under- 
standing, acceptance and cooperation in the changes in per- 
sonnel practices and customs that will be required to make 
automation effective. 

Workers have by nature resisted invention and technologi- 
cal progress since the beginning of the industrial revolution. 
Despite the riots and wreckage of machines, however, technol- 
ogy marched forward. The common sense of the American 
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people, on balance, refused to permit the few to block pro- 
gress for the many. 

But that was in a different time—a time when the conse- 
quences of opposing organized labor's pet ideas did not make 
the politician shake in his shoes. The story is told, for 
example, of President Teddy Roosevelt's visit to the site of a 
large dam, then under construction by the government. Huge 
steam shovels were scooping up the earth, and someone re- 
marked to Mr. Roosevelt, “Think of the jobs we could create 
if we put men out there with long-handled shovels.” Mr. 
Roosevelt turned and replied scathingly, “Yes, and we could 
multiply that number a hundredfold if we equipped them 
with teaspoons.” That ended the discussion abruptly. 

Now we are in an age of acknowledged political ambition 
and power of some unions whose leaders admit that their 
battleground is the legislative chamber. Will resistance to 
advanced methods of production be translated into political 
action and come to have the support of the absolute power of 
government? 

That question illuminates the difference between opposition 
to industrial progress in the past, and opposition today. 

I said at the outset that automation has many enemies. 
Labor leaders could chailenge me to produce evidence that 
they are among them. I would have to admit that few, if any, 
have attacked automation by name. Their attack centers, 
instead, on just about everything that must be done from an 
organizational standpoint to make automation possible, and 
thus it is even more devastating. 

If you have a leak in a water pipe at home, your inclination 
is to call in a plumber. If he observes strict craft lines, he may 
well have called in a carpenter, plasterer, tile-setter and 
painter before he is finished. You know what the bill would 
look like. Industry is footing bills like that every day—and 
footing them without point. Even when men qualified to do 
a job are available in the plant, management often is required 
to bring in other craftsmen from home at premium pay 
rates for overtime or part-day work schedules. 

Blind observance of strict craft lines has a consequence for 
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the working man, and for his children, which deserves the 
earnest thought of everyone. That consequence is a limitation 
on job enlargement and opportunity. If work is to be divided 
into narrow specializations which are not justified by the 
depth of knowledge or degree of skill involved, a rigid pat- 
tern is imposed upon industry which may long into the future 
restrict personal opportunity. The children of today’s workers 
will move into industry with jobs of limited horizon. 

The age of automation demands broad talents and flexi- 
bility. Yet the rigidities of custom and tradition are being 
fought for tooth and nail by those who lack understanding 
or interest in the true welfare of the working man—in his 
progress and in his opportunity. 

How much better it would be to permit progress in human 
occupation to accompany progress in machine technology! 
How much better to permit types of jobs to come into being 
that challenge and utilize man’s full talents! There lies the 
road to advancement for individuals in self-fulfillment, self- 
development, income and dignity in occupation. 

Finally, 1 challenge you, as members of the Society for the 
Advancement of Management, to renew your dedication to 
the economic system which has made ours the greatest indus- 
trial nation in the world and provided for us a standard of 
living so high that if our children want to spend $30 million 
in 60 days just on hula hoops, we can do it. 

Our competitive system is not under frontal attack, but it 
is besieged by the greatest flanking movement in history. 
Bits and pieces of the freedom of enterprise are being swal- 
lowed up by governmental restriction in an alarming process 
that will lose the whole cake—and the bread, too—for the 
American people if the process is not halted. 

As members of management, all of us have a solemn duty 
not just to manage in the best interests of all the groups who 
have a stake in industry, but to help all of those groups to 
know what the facts are. Understanding leads to right answers. 
Management faces no greater challenge than to help our 
customers, stockholders, and, above all, our employes, to find 
the right answers. 





The Reaction of Science On Education 


THE TEACHER IS THE MOST ESSENTIAL PERSON IN ANY SOCIETY 
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Delivered at the Delaware County Teachers Institute, Media, Pennsylvania, October 20, 1958 


HE DELAWARE COUNTY Teachers Institute has done 
me a great honor in inviting me to address them on a 
topic which is so greatly to the fore in the public press 
today and to which I have been giving considerable thought 
in recent years. It is, of course, always a pleasure to talk with 
teachers, for I am one myself; and I particularly enjoy the 
Opportunity to continue to teach a class of freshmen and 
sophomores in the elements of physical science at the Uni- 
versity of Pennsylvania. As my own career has been in science, 
I am, of course, greatly concerned that this discipline should 
be appropriately included in school curricula and that it 
should be both effective and beneficial in its contribution to 
the experience which our students receive from our schools. 
Teaching is a profession with a particularly long and honor- 
able history. Leaders of thought in all ages have been called 
teachers, particularly leaders of abstract or religious thought; 
but with the rise of science, leaders of practical and useful 
thought have come to be included as well. An age is dawning 





in which we are observing a marked influence on the pattern 
of classical education by the fruitful conjunction of science and 
technology—which is probably the most striking intellectual 
phenomenon of our generation. 

The prestige of our profession, the regard in which we are 
held by society, the esprit de corps which we enjoy within 
our ranks and the inspiration and the rewards both tangible 
and intangible that we receive, all depend upon our estab- 
lishment and maintenance of the highest professional standards 
and upon the quality and adequacy of the schools that we 
organize and conduct. Although these matters are of the greatest 
moment to us, it is by means easy for us to continue to 
monitor our performance and assess the success that we 
achieve. On the other hand, we would be wrong to rely 
entirely upon anyone else to pass final judgment upon our 
work. We must, of course, be receptive to the reactions of our 
pupils, their parents, the public at large, and our colleagues 
both those who work closely with us and those in other schools 
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and also of the teachers from whom our students come 
and to whom they later go. But with all of this advice, and 
indeed it is sometimes almost too freely and vehemently given, 
we must in the final instance make up our own minds and 
cast up Our Own accounting of our conduct. 

The wide variety of the suggestions we receive and their 
frequent irreconcilability make our task no easy one, but 
whatever the right posture for us to adopt may be, and I am 
not more competent to tell you this than is any other teacher, 
the wrong ones are certainly at the extremes of intransigently 


and unreasonably hewing to the traditional educational lines, 


unwilling to modify our philosophy or practice in any way, 
or the equally untenable one of veering erratically in our pro- 
fessional response to each passing fad or fancy in education. 
Chere is a middle ground which we must determine and adopt. 
In this it is important that we both practice the habits of 
rational thought that we teach to our students and also that 
we make it clear to society around us that we do so—that 
we are thoughtful, receptive, critical, and responsible—and in 
ill, that we are able to determine our own program wisely, 
and that this program is worthy of the support that we must 
receive if we are to Carry it out. 

In the evaluative and interpretive process, teachers must 
assume the primary responsibility; but school administrators 
can be of inestimable help, particularly if they are themselves 
teachers. One of the principal responsibilities of the ad- 
ministrator is the liaison function: the bringing together of 
teachers with competent advisors and the distillation, as a 
result of these conferences, of the constructive joint opinion 
arising from the interaction of persons of varying backgrounds, 
abilities, and interests. The teaching profession has its unique 
aspects, and it is important that the administrator be, or 
recently have been, a teacher if he is to be competent to lead 
in the evolution of a teaching philosophy and in the accom- 
plishment of good teaching in practice. 

I believe that one of the chief reasons for the great success 
of the Russian educational system is that its participants 
recognize the importance of this consideration. When visiting 
the Soviet Union this summer I was most interested to find 
that Dr. Eljutin, the Minister of Higher Education, is a 
metallurgist and that he lectures three hours a week in the 
Lomonosov University, whose building rises as a symbol of 
the eminence of learning above the city of Moscow. One of 
his Deputy Ministers is a chemist, another a biologist, and a 
third a philologist, and all of these men continue to teach 
their subjects. Likewise, the rectors of many Russian uni- 
versities teach actively and, having come from a faculty en- 
vironment, enjoy the faculty's confidence. 

Ihe teaching process is not the filling of so many vacant 
heads with knowledge as one would fill cans with soup or 
barrels with apples. It is a subtle process which is the obverse 
of the coin of learning. Nothing is so hard to do as to teach 
one who has no wish to learn, except possibly to prevent 
anyone from learning who has a great urge to do so, no matter 
how bad the teaching to which he is exposed. The teacher 
is principally an aide and guide in learning. The response of 
nother to the exercise of his art is the measure of his success. 
(he kindling of curiosity, the inspiration to learning, and the 
provision of all those circumstances in libraries, laboratories, 
classes and conferences in a way which will be most conducive 
to the learning process and most effective im carrying it out 
calls for the highest qualities of the teaching profession. The 
appeal to eye and ear and hand, and the multiplicity of 
evocative instances with a common thread of significance call 
for understanding, perseverance, and ingenuity of the highest 
order. All of this is the challenge of teaching, and our particu- 
ir concern today is with the impact of the burgeoning science 
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of our time upon this process. 

By science we mean most particularly an intellectual method 
and the organized and integrated description of phenomena 
which results from it. Its transcendence in the life of our 
generation has come from its fruitful union with technology— 
by which we mean the aggregate of the materials, devices and 
techniques which our ingenuity and industry have brought 
into existence. Science and technology have long and interest- 
ing separate histories during the courses of which science was 
impractical and technology unimaginative. To the scientist of 
today, possibly the most salient observation of history prior to 
our own Revolution is the lack of any evidence of an effective 
and fruitful interconnection between science and technology. 
Coincidentally with the Industrial Revolution, scientists and 
technologists have joined hands and minds and brought about 
such a fruitful union between their fields of interest that the 
conditions of our society have altered more rapidly and pro- 
foundly than in any previous generation, and this cannot be 
without a most striking effect upon our education. Other 
ages have been known as the ages of Stone or Bronze or Iron 
or Faith or Enlightenment. Ours is certainly the Age of 
Science, for it is the principal characteristic of our culture in 
distinguishing it from the cultures of the past. Children play 
with rocket toys and encase their little heads in plastic bubbles 
with metal antenna for reaching out into the vast space which 
their imagination peoples with the wonders of their universe. 
Men devise and employ means of communication and trans- 
portation undreamed of by their fathers. Electronic computa- 
tion, automatic industrial control, and the mitigation of toil 
by the devices for lightening common chores are part of an 
accepted pattern from which there is no turning back. 

All of this has, and should have, a pronounced effect upon 
our education. The methods and criteria of science are per- 
vading the minds of our students, and it is important that 
our curricula should reflect the objectivity and demonstrability 
of science as a discipline to intellectual activity. Education in 
its broadest sense is itself a discipline, and hence the scientific 
point of view is an important aid in assuring the effectiveness 
of modern education. The so-called “soft” courses for which 
our schools are being increasingly criticized tend to be de- 
structive to their prestige and not contributory to constructive 
accomplishment. Ideas which gain much of their credence 
from the attractive verbal vestments in which they are pre- 
sented can be most treacherous, and it is, I am sure, well for 
us to apply the touchstone of skepticism to them. Benjamin 
Franklin espoused “useful knowledge” and if this is conceived 
broadly to include the entire scope of our intellectual activity 
capable of reduction to beneficial practice, it is certainly an 
appropriate content of our school curricula. 

The scientific method depends indeed upon this reduction 
to practice. It depends on our ability to demonstrate un- 
equivocally that there is substantial content to verbalism and 
in extreme cases of practicality our success in embodying ideas 
in tools, devices, or instruments capable of being objectively 
shared by one person with another. The word “science” is 
often too narrowly conceived as applying only to inanimate 
objects, but it is extensible to all areas of human concern and 
equally applicable to human organization, to the devices which 
make our communities function, and to the tools and instru- 
ments of government. 

Things scientific may be taught with the total involvement 
of all of the senses of sight and hearing and touch, and the 
effort to do so can furnish a new and fruitful approach to the 
clarity of insight for which we strive. Dexterity and ability 
to master one’s environment, as the handmaidens of thought 
and speculation, gained acceptance in the physical sciences, 
but these concepts are extensible more broadly as is the 
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rigorous and quantitative approach which represents the most 
complete grasp of understanding. This has been put par- 
ticularly well by Lord Kelvin: 

“IT often say ... that when you can measure what you are 

speaking about, and express it in numbers, you know some- 

thing about it; but when you cannot measure it, when you 

cannot express it in numbers, your knowledge is of a 

meager and unsatisfactory kind; it may be the beginning 

of knowledge, but you have scarcely, in your thoughts, 
advanced to the stage of science, whatever the matter may 
be.” 

This element of critical pragmatism in the assessment of 
education is a particular strength of the Russian effort and 
has led them in a soundness and rapidity of growth which is 
most impressive to the observer of their system. The duality 
of the teaching-learning process must be kept particularly to 
the fore if one is to draw upon all of the aids to student 
motivation. Here science again offers the teacher opportunities 
which can greatly expedite the reaction of the student to a 
teacher's efforts. The Zeitgeist in an age of science can be 
drawn upon to incite curiosity, to challenge, and to inspire 
with a desire to know. In the early stages particularly, in- 
tellectual inertia is the chief obstacle to be overcome, and 
here lies the great opportunity in the art of teaching. One 
endeavors to kindle curiosity by using all of the aids we know, 
and the increasingly technical environment of our students 
and the popular attention which science receives in the public 
press and casual conversation, the challenge to our world lead- 
ership that science poses, and the concomitant obligation to 
share our knowledge with less advanced nations to whom 
scientific achievement is most obvious and directly appealing, 
are all themes which lead directly to the enlistment of student 
interest. 

A more minor but by no means negligible handicap to 
the teacher's effectiveness is in the lack of a sufficiently direct 
and evident connection between self-interest and worldly 
rewards on the one hand and the work of the classroom and 
education upon the other. Here Russia is ahead of us in their 
planning and the effect upon student motivation is most 
evident. Anti-intellectualism is inconceivable in a country 
where all of the rewards are reserved for the well-educated. 
We are, I believe, beginning to catch up on this matter, and 
the occasion recrudescence of the praise of ignorance and the 
advocacy of a return to the state of nature of the cave man, 
complete with skin and club, are becoming rarer, and when 
they appear they are more marked by public criticism and 
rebuke. Tradition is a balance wheel, but like all balance 
wheels, it does move under a persistent torque; and there is 
growing recognition of the importance of skill, ability, knowl- 
edge, and wisdom to the aims and objectives of our society. 

Teachers encounter the problem of reaction and of the 
fears of marrowness, one-sidedness, and inhuman mechaniza- 
tion that are sometimes adduced against the spirit of our age. 
These impediments spring from many causes, one of which is 
the inherent incongeniality between novelty and change which 
beset the lethargic human being. Another is the threatened 
invasion of the established fields of self-interest of those who 
play on ignorance and gullibility and who must scuttle to 
the underbrush of obscurant verbiage before all forms of en- 
lightenment. Possibly the principal obstacle of a reasonable 
nature that we encounter comes from a lack of understanding 
of the encompassing breadth of the concept of science and 
of the catalytic quickening it confers upon all human effort 
when conceived of as the most significant factor in human 
intellectual maturity and hence—in our age—the most humane 
of the humanities. 

The obstacles of lethargy and obscurantism merit little 
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comment before such an audience. You know them well and 
combat them daily. They will always persist against the arts 
and crafts of teaching and are to be met only with patience, 
persistence, and understanding of the intellectual process of 
the immature. These characteristics are the professional shield 
and buckler of the teacher; on the other hand the constant 
cultivation of resource and ingenuity inculcating the desire 
to learn is the principal offensive weapon we possess. These 
things you all know as well or better than I and practice them 
every day of your lives. 

But there is the more considerable consideration of honest 
doubt and fear that causes some reluctance to a wholehearted 
commitment to science on the part of a teacher lest it should 
lead to a trammeling of man in mechanistic chains, a materi 
alistic caging of the human spirit, and an end to the poetic 
imagination. I am convinced that such fears are groundless 
and largely the product of our own lethargy and lack of 
imaginative vision, though to some extent as well they result 
from the influence of a tradition in education that crystallized 
during the period before the Age of Science. 

Truly, science can be conceived too narrowly and semantics 
tends to trap us in such a position. The physical sciences and 
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their applications in engineering are but a part of science, and 
while they have been the greater part in the past, they will 
by no means necessarily overshadow man’s rational efforts in 
the future. The biological sciences may well eclipse them in 
the balance of our century, and science and its method go far 
beyond the classical areas of human interest designated as 
science, though often the principles of rational quantitative 
thought appear in but a rudimentary form beyond these clas- 
sical boundaries. Broadly conceived, all subjects in our cur- 
ricula bear upon man and his environment and as such have 
the objective features which provide the fulcrum by means 
of which the scientific method may be brought to bear upon 
them. 

One may take languages as an instance. They pertain to the 
area of human communication to which physical science has 
already made enormous technical contributions, and in the 
generations ahead, the scientific method and spirit may cope 
with the semantic snares and ambiguities which impair our 
internal communications and also with the emotion-laden 
language of the demogogue and finally, with the network of 
linguistic abysses which divide the families of mankind. As 
another example, one may consider anthropology—which is 
unrecorded history—history itself, and psychology, which arc 
as yet but in the rudimentary objective stages through whic’ 
the established sciences have passed generations ago. To the 
extent that these subjects are indeed objective, meaningful, 
and communicable they are amenable to the scientific method, 
and doubtless are areas of the greatest significance to man and 
will be cultivated scientifically by our intellectual descendants. 

Science is not narrow, for it encompasses knowledge in its 
broadest sense. We must not conceive it narrowly, for if so 
construed we deprive ourselves of a method which is applicable 
to the whole field of human interest. In our imaginative 
breadth of approach and the diversities within our educational 
system, we have a broader and more fruitful attitude toward 
education than does the monolithic system of the Soviets. 
They are, I believe, unduly sceptical of the inchoate and the 
speculative, and doubtful as to the substantive content of areas 
of instruction which are not immediately and completely 
amenable to the refined techniques of science. The physical 
sciences, languages, and to a lesser degree the biological 
sciences, are accorded precedence in their system, for in these 
instances truth and utility are deemed demonstrable. The hard 
core of practical advantage and the absence of anything doubt- 
ful and subjective gives complete assurance that here lies 
indubitable utility. The other areas of our curricula are re- 
garded with a more curious and dubious scepticism in the 
Soviet society. However the fact that the concepts are fuzzy, 
the statistics are treacherous, the judgments are subjective, and 
human frailty and ideological prejudice are all too obvious 
in the social and humanistic areas of our curricula need not be 
accepted as a permanent barrier to the eventual establishment 
of a firmer stance within these more tricky areas of knowledge. 
If. we were now to exclude them from present study, specula- 
tive as they may be at present, we would be not only the poorer 
but we would relegate eventual progress in the mastery of 
the knowledge of ourselves to the limbo of the impossible. 

The teacher must conceive of his educational mission in 
the broadest of terms. He is the most essential man in any 
society, for without him it cannot grow and must needs 
stagnate and decay. The challenge to all of us is particularly 
great to draw upon all sources of inspiration that are open to 
us and with which science has so abundantly furnished us to 
interpret its intellectual as well as its practical appeal broadly 
to all areas of applicability. We must elevate learning and 
identify it to our students as their most effective contribution 
to our society which it is their highest privilege to serve. 
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